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Solid Base for Diversified Growth 


PUREBRED HEREFORDS graze in a field of crimson clover near DeFuniak Springs, Walton County, Florida. Year-round 
pasturage has been an important factor in the continuing development of cattle raising in Florida and other Southern states. 


Southern farmers enjoy important advantages of abun- 
dant rainfall, long growing season and year-round graz- 
ing. These advantages contribute to the increasing agri- 
cultural income from the production of food crops and 
basic raw materials for the South’s expanding industry. 

In the four-state heart of the region, Alabama, Flor- 
ida, Georgia and Mississippi, the operating affiliates of 





In the period 1950-1960, the four-state area's rate of gain in practically every field 
led the nation as a whole. Here are some pertinent comparisons:* 


United States 


4-State Area 
Cash Receipts From Livestock . 
Net Farm Income . pea 
Electric Power Production . 
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[he Southern Company System supply a great part of 
the electric power which is essential to farm-industry 
operations. To meet the increasing needs of the area’s ever 
growing economy these companies during 1961 expect to 
spend more than 175 million dollars for new power plants, 
transmission lines and 
other facilities. 


THE SOUTHERN COMPANY 
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New for you—a'more useful telephone number! 


You may already have a telephone 
number like this. If you don’t, here’s 
how it will look. 

The first three digits are your Area 
Code. They tell the telephone system 
what part of the country you live in. 
The next three digits designate your 
particular telephone office, and the last 
four pinpoint your particular phone. 

It’s your phone number. Unique. 
Not another like it anywhere. 

This new kind of number helps 


others reach you—and helps you reach 
others—faster. 


Area Codes here now— 
All-Number Calling on the rise 


Today the majority of our cus- 
tomers already dial their Long Dis- 
tance calls directly by means of Area 
Codes. Eventually everyone will be 
able to. Until then, if you call through 
the Operator. you can save time by 
giving her the Area Code of the tele- 
phone you are calling when it is dif- 
ferent from yours. 


BELL TELEPHONE SYSTEM ( & 


All-Number Calling may permit you 
to use simple, tiny number-buttons 
on portable phones of the future. 


And already, in many parts of the 
country, letters have been replaced by 
numerals in telephone numbers. Be- 
fore this change, we were running out 
of usable telephone numbers contain- 
ing letters, while phones were steadily 
increasing. All-Number Calling, how- 
ever, will give us enough numbers to 
meet our needs into the next century. 

Telephone progress like this benefits 
everyone. Your new personal tele- 
phone number is another step in our 
effort to anticipate the needs of a 
growing America. 


*' 
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Which 
Nationaiease 


plan fits 
your 
trucking 


needs? 





® THE CHANGE-OVER PLAN 

We take over all of your present truck 
and maintenance problems, help you 
reorganize your truck facilities and per- 
sonnel. We supply you with new vehicles, 
engineered and painted to your exact 
requirements, or will buy and recondi- 
tion your present fleet. 

* THE ADD-A-TRUCK PLAN 

As your business expands, don’t use vital 
capital for more trucks, lease new ones 
as needed 

* THE TRUCK RETIREMENT PLAN 

As each truck in your fleet needs replace- 
ment, instead of buying a new one, lease 
it. In a few years all your vehicles are 
leased 

* THE PILOT PLAN 

Instead of switching from ownership to 
leasing in all locations, select one loca- 
tion (or division) for a “pilot” operation 
using full-service leased trucks, compar- 
ing costs and headaches with trucks 
which you still own and maintain. 





Lease a new CHEVROLET or other fine truck. 
No investment, no upkeep, no headaches 


LEASE FOR PROFIT—NATIONALEASE full- 
service truckleasing supplies everything 
gbut the driver Licensed, insured trucks, en- 
gineered and painted to your needs, gar- 
aged and expertly maintained. ONE in- 
voice, NO worries. Devote your full time 
ALL your capital to your own business! 


National know-how; local 
controls—-write for literature. 


NATIONAL TRUCK 
Moris) LEASING SYSTEM 
UE — in the U.S. ond Conods 


23 E. Jackson Bivd., Suite R-9 Chicago, Ill. 
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READERS SAY 


Mutual Funds: Pro & Con 


The writer of the following letter is the 
author of Common Stocks As Long Term 
Investments, a book which revolutionized 
professional thinking about common 
stocks when it appeared in 1924. Now re- 


Doe . , : , 
| tired at 78, Mr. Smith is still an active 
| student of investment trends—Eb. 


Sir: I am appalled at the 8% sales 


charges for [mutual fund] salesmen to go 


out and sell what should be professional 
services of qualified investment managers. 
It is as if lawyers or doctors hired sales- 
men to whom the client or patient paid a 
fee in advance of any services rendered 


| and in addition the fund salesman is sell- 


ing the client an annual tax on his income 
and profits of 8% for life... . 
There is a ray of hope, however, in the 


success of the older and growing number 
| of new funds [i.e. no load] that are mak- 


ing no charge for entering or leaving the 
fund. These, like all practitioners of a 


| profession rely on their reputation and 


performance to bring them clients. And 


| that is as it should be. Might it not be 
| sound to separate these [no load] funds 
| from the herd and give them ratings on 
| the basis of professional standings? 


I feel deeply concerning the trend to- 


| wards commercialism in what should be 
| a professional field and am somewhat ap- 
| palled by the magnitude of the whole 


operation—which in itself is a hazard to 


| its future—and to the financial structure. 


—Epcar LAWRENCE SMITH 


| Wayne, Pa. 


Sm: ... Your Mutual Fund Compari- 
son (“The Mutual Funds,” Forses, Aug. 
15) ... is the most biased anti-fund ar- 
ticle that I have ever read in a publica- 


| tion that claims to be responsible. 


... Forses has done a very serious dis- 


| service to the American investing public 


and to the responsible salesmen of mu- 


| tual funds throughout the country. 


—Donatp C. Doucias 
Investment Dealer 
Seattle, Wash. 


Str: As usual, your mutual fund issue 
was excellent. It is the only place I know 


| where the average investor can get hon- 


est, comprehensive comparisons on all the 
funds on a basis that he can understand. 
You obviously have no ax to grind—ei- 
ther for or against the mutual funds. 


Keep up the good work. 


—JAMES ATKINSON 
Chicago, III. 


Sir: Would it not be correct to assume 


that the T. Rowe Price Growth Stock, a 


no-load fund, would have a capital gains 
rating of +16 and a stability performance 
of +14 when compared to a fund levying 
load? (“The Mutual Funds,” 
Forses, Aug. 15). 

—JEROME S. FINK 
Palo Alto, Calif. 


ForBes ratings were based on manage- 
ment performance. They measured suc- 


cess—or failure—in managing the money 
entrusted to funds after the salesman's 
share had been subtracted. The 8% ad- 
justment would make the management 
performance approximate an investor's 
actual experience with the fund. With 
such an adjustment, of course, all the no- 
load funds would move up in the list—Eb. 


Sir: Any individual who cannot buy 
individual growth stocks and show better 
performance than with fund buying— 
needs a new broker. The mutual fund has 
become the monster of Wall Street. Let 
the public beware! 

—RicHarp S. SLocoms 
East St. Louis, Ill. 


Sir: I would like to call your attention 
to what I believe is a substantial mis- 
statement of figures shown for Federated 
Growth Fund. “In the latest market de- 
cline,” $100 of this fund ended at $90.69, 
vs. $89.36 for the Standard & Poor's 
Average. “In the latest rising market” 
$100 of this fund ended as $120.70 vs 
$120.78 for the Standard & Poor’s Average. 

—C.utrrorp E. Brown 
Vice President 
Federated Growth Fund 
Pittsburgh, Pa. 


Right. But Forses’ understatement of 
Federated’s results was caused by a mis- 
take in figures supplied by the fund 
itself—Eb. 


Rating the Airlines 


Sir: I want to congratulate you on your 
editorial “Rating The Airlines,” (Fact & 
Comment, Forses, Aug. 15). 

Even at the expense of a little detour 
and higher cost, I prefer to take any other 
airline to taking BOAC. They seem to 
have assumed the age-old and only re- 
cently somewhat modified slogan ascribed 
to the bank of England: “Never explain, 
never regret, never apologize.” 

—ARTHUR M. WOLKISER 
Vilas & Hickey 
New York, N.Y. 


Sir: Am in complete disagreement with 
your views and rating of BOAC. We 
found the crew most solicitous of our 
comfort and in our opinion the cuisine 
was absolutely faultless. 

—RavpH M. Lance 
Chicago, Ill. 


Str: Rather than food, wouldn't you 
rate the safety record as the best incen- 
tive for choosing one line in preference 
to another? Iberia goes right up to the 
head of the class. 

—MArGARET SHERIDAN 
Philadelphia, Pa. 


Str: I could hardly disagree more 
strongly. I went to Europe last fall on 
Air France and returned via BOAC, both 
economy class. Air France left Idlewild 
about six hours late, and the food was 
horrible. BOAC arrived in New York 
ahead of schedule and the meals were ex- 
cellent, the personnel friendly. 

—I. RESNIKOFF 
New Haven, Conn. 
(CONTINUED ON PAGE 44) 


ForBES, SEPTEMBER 1, 1961 





FORBES 


FOUNDED 1917 iby B. C. FORBES (1880-1954) 


President 
Bruce C. Forbes 


om 
Publisher & Editor-in-Chief 
Maicolm S. Forbes 


. 

Editor 

James W. Michaels 
. 


Associate Editors 
William M. Placek 
Jean Ross-Skinner 
Dero A. Saunders 

George Shiras 

John Thackray 
Sheldon Zalaznick 


. 
Assistant Editor 
Ruth A. Meyer 


. 
Financial Editors 
Heinz H. Biel 
Sidney B. Lurie 
Elmer M. Shankland 


. 
Washington Editor 
Edward Michelson 


. 
Reporters 
Robert J. Flaherty 
Fritz Schumacher 
Wayne Welch 


. 
Researchers 
Louise Cristina 
Mery! G. Finkelstein 
Ellen Melton 
Peggy Ray 
Jo Spencer 
Rachel Strauber 
. 
Production 
Edward Borheady, Manager 
Dale S. Lester, Asst 
. 


Library 

Dar! Rush, Head 
Ruth Grava, Asst 
John Gibbons, Asst 


. 
Secretary-Treasurer 
G. Weiner 


<7 
Controller 
Bernard Bolhower 


. 
Vice President-Business Manager 
Leslie C. Quick Jr 


. 
Vice President-Circulation Director 
Richard E. Kline 


. 
Vice President-Director of Advertising 
W. P. “Pete” Rees 


. 
Director of Sales Promotion 
W. Stock 


. 
National Advertising Manager 
Ray Murray 


. 
Advertising Representatives 
New York: 
John Rhein Ii! 
Richard Gardner 
Peter B. Lassoe 
Lance Clemes 


. 
Chicago: 
Dan Humphrey 
Mid-Western Mgr 
Larry Brockman 
Michael R. Walton 
1829 Tribune Square 


. 
Cleveland: 
Clarke Williams 
Richard Chalkley 
562 Hanna Bidg 
. 


Los Angeles: 
Menne Zunich & Follansbee Inc., 711 S. Vermont Ave 


. 
San Francisco: 
Menne Zunich & Follansbee Inc., 114 Sansome St 


. 
Dallas: 
Donald R. Brown 
211 North Ervay Bidg 


EpiTortat INDEX: COMPANIES page 45 





f _ 
| Paid circulation over 340,000 | 


J 





FORBES FORBES is published twice monthly by Forbes Inc., 70 Fifth Ave., New York 11, N. Y. Second-class postage paid at Post Office, New 
September 1 York and at additional mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1961, Forbes In 





SIDE LINES 


A Moment of Silence 


By AND LARGE, the pages of ForBEs 
are devoted to reporting and inter- 
preting the fortunes of large, pub- 
licly-owned corporations. But the 
editors thought they might make 
an exception this issue for a story 
about a small company—a very 
small one—that also contained a 
rather significant moral. 
It was a 
sad story. It 
concerns the 
Morris Drug 
Co. of York, 
Pa. one of 
the nation’s old- 
est pharmaceu- 
tical companies. 
Morris, we 
learned, is go- 
ing out of busi- 
ness after 138 
years of con- 
tinuous opera- 
tion. 
James Mon- 
roe was in the 
White House 
when Morris 
Drug opened 
shop in 1823. 
The drugstore 
was on the first 
floor of a 
four-story brick 
building that still stands in York. 
The laboratory, shown in the photo- 
graph, was on the third floor. Here 
syrups, powders and medications 
were manufactured. In the early 
days the company’s mule-drawn 
wagons delivered sundries, drugs 
and medicine to the rural areas 
The Good Years. Morris Drug 
weathered bank panics and infla- 
tion. Four days before the Battle 
of Gettysburg a band of Confeder- 
ate soldiers searching for medical 
supplies ransacked the company. 
The drugs, carefully hidden, were 
later rushed to the battlefield. 
Morris never became big time. 
but it did prosper. Over the years 
Morris Drug developed some 40 
products that became household 
names for generations of York 
County folk. K.W. was a sweet 
smelling cough syrup and Klen- 
Easy, a waterless hand cleaner. 
By the late 1930s the company 
was booming in a small way. Unde 
the able leadership of Fred. R. 


Yost, whose father had joined the 
company in 1859, Morris Drug was 
doing about a $1 million worth of 
business. After World War II, im- 
perceptibly at first, business began 
to slip. Why? The photograph 
is probably worth the proverbial 
thousand words. Morris Drug just 
failed to keep up with the times. 

The Essential 
Point. Which 
brings us to the 
essential lesson 
of this sad, little 
tale. It is that 
no company— 
be it big, mid- 
dling or small 
—can afford to 
rest on its 
oars. Elsewhere 
in this issue 
the editors of 
FORBES have 
told the story 
of two very big 
companies that 
have gotten in 
trouble: United 
Fruit (p. 25) 
and General 
Dynamics (p 
11). The point 
is that there is 
no place for a 
businessman to hide from the hard 
facts of competition. There is no 
way for the investor to escape the 
necessity of re-evaluating his hold- 
ings. 

To get back to our story, Morris 
Drug’s moment of truth came in 
the early 1950s. Research and won- 
der drugs were changing the en- 
tire pharmaceutical industry. At 
this critical juncture Yost died, the 
one man who might have instituted 
research, brightened up fusty pack- 
aging and met the challenge of up- 
town shopping centers. He died 
never having groomed a successor. 

The End Comes. Soon the liqui- 
dation sale starts. The books will 
then close on 138 years of history 

Let us, therefore, observe a mo- 
ment of silence over the passing of 
this historic little business. And, 
in pausing, let us recall a basic fact 
of life: the very principles that 
make for opportunity in a free 
enterprise society also make for a 
high degree of risk. 
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Buy... 
Sell... 
ot Hold? 


Sometimes it is hard to make up 
your mind about certain securities, par- 
ticular stocks. 

Too many important facts just don’t 
seem to add up. 


In such confused times, almost every | 


investor finds it more difficult to make 
clear-cut decisions—so a lot of them 
don’t even try. 

We think that’s bad. 


Because very often the right an- 


between profit and loss tomor- 
row... 

Because there are any number of 
places an investor can go for the 
help he needs in reaching the 
right answers—for him. 


Here at Merrill Lynch, for instance, | 


our Research Department gets a steady 


stream of facts and information from | 


all over the country, works constantly 
to sort out the important ones, care- 
fully evaluates them all in terms of 
the investor's interest. So maybe that’s 
why Research ean usually come up with 


a pretty good answer to any question | 


concerning buy... sell...or hold. 
If you'd like to know what that 
answer would be as regards any 
particular stock... 
Or if you'd like to have a detailed 
analysis of your complete port- 
folio in the light of your over-all 
financial situation . . . just ask. 

There’s no charge or obligation. 
Simply address — 


Josern C. QUINN, Department SD-134 


Merrill Lynch, 
Pierce, Fenner & Smith 


NCORPORATED 


New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
143 offices in U.S., Canada, and abroad 


Member: 
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TRENDS & TANGENTS 


The literate American. Book pub- 
lishers have more than held their own 
in the great postwar competition for 
the entertainment dollar. Spending 
for books has risen more than for tele- 
vision, sports, travel or any other type 
of recreation expenditure. The book 
business is up 150°. since the war, up 
65° since 1955 alone and now con- 
stitutes a $1.5-billion industry. 

” * o 

Crackdown. Look for the ICC to 
recommend strong action against law- 
evading for-hire truckers to the Sen- 
ate Commerce Committee in the very 
near future, following ICC Chairman 
Everett Hutchison’s statement last 
month that the illegal operators are 
one of “the things that are killing 
common carriage.” Many such truck- 
(firms 
hauling their own goods) to evade 
government regulation. Such fringe 
operations may account for as much as 
25% of the 11 million civilian trucks 
on U.S. highways. 

* + es 

The rewards of learning? Delaware 
again ranked first in the nation with 
per capita income of $3,013 last year. 
The state is supposed to have more 
Ph.D’s proportionately than any other 
state, and many are included among 
the estimated 5,000 highly-paid em- 
ployees at the du Pont, Hercules Pow- 
der and Atlas chemical research cen- 
ters. Mississippi ranked last with 
average earnings of $1,173. The U‘S. 
mean was $2,223, a record. 

. 7 e 

Free show. Taxpayers can attend an 
Oct. 23 briefing in Washington on the 
Government’s planned electronic com- 
puter collection system, scheduled for 
a start-up in the Southeast next year 


| —provided they notify the Internal 


Revenue Service by Sept. 25. IRS will 
be explaining the system to business 
executives at the October meeting and 
it has invited John Doe if he wants to 


come. 


a. e e 
Clear road. Backing up optimistic 
predictions of automakers for ban- 
ner sales in model year 1962, Ward’s 
Automotive Reports has _ estimated 
that 100,000 1961 cars were sold in the 
first ten days of August, cutting in- 


| ventories to 785,000 units. The agency 
| expects to report that by the end of 


last month inventories were down to 


| 655,000 from 880,000 at the same time 


last year. 
i e + 
Spoiled. Sour earnings are what 
stockholders have been getting from 


Foremost Dairies, third largest in the 
industry with 1960 sales of $438 mil- 
lion. First-half net this year dipped 
more than 50% to 24 cents from 54c 
a share despite virtually unchanged 
sales. Reason: overexpansion in re- 
cent years which has raised volume 
at the apparent expense of profita- 
bility. 
+ © * 


Wasting no time. Standard of Cali- 
fornia and Standard of Kentucky an- 
nounced plans—a month before they 
merged—for a $125-million refinery 
near Pascagoula on the Mississippi 
Gulf Coast. More than welcome in a 
state which is light on heavy industry, 
the facility will rival the huge Esso 
refinery at Baton Rouge, La., for size. 


Short beer. Schlitz Brewing shares 
will be offered to the public for the 
first time, but very few investors 
will get the shares. Mrs. Frances U. 
Pheiffer, widow of the son of a for- 
mer company president, plans to sell 
her 75,000 shares—about 2° of the 
total. But the remaining (about 200) 
stockholders are not expected to fol- 
low her lead. Schlitz, ranked second 
to Anheuser-Busch as a producer, has 
approximately 4.9 million common 
shares outstanding. 


A bigger tureen. Campbell Soup Co., 
which already has an estimated 80°, 
of the $500 million a year condensed 
soup market, will introduce a line of 
dry soup mixes in a bid for the now 
small ($29.5 million) dehydrated mar- 
ket dominated by Thomas J. Lipton. 
Inc. Also joining the competition: 
Corn Products Co. and Borden Co. 


In reserve. The rapidly growing 
savings and loan industry (1960 
assets: $71 billion) has apparently 
beaten down for this year an attempt 
to raise its taxes. A bill to lower the 
proportion, now equal to 12°, of sav- 
ings accounts, which may be set aside 
from revenues into tax-free reserves, 
reportedly has been shelved in con- 
gressional committee. However, sav- 
ings & loan men expect the attack to 
be renewed in 1962. 


Expensive three R’s. The biggest fac- 
tor in this year’s record municipal 
bond financing is the need for new 
elementary and secondary schools. 
Educational borrowing pushed the 
amount of municipal bonds sold in 
the first half to $4.4 billion, a 7.8° 
increase over last year. Bond experts 
say the 1961 total will be well over 
$8 billion by the end of the year. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


A KIND WORD FOR A MUCH-MALIGNED SPECIES 


Along with mothers-in-law, congressmen are America’s 
favorite whipping boys. As the current session pushes 
toward adjournment, the usual chorus of gripes against 
congressmen rises from a thousand typewriters and a 
thousand rostrums. 

Take this matter of winding up the current session 
There are those.who have demanded that Congress stay 
in session until certain pet legislation has been passed. 
Others insist that it would be sheer folly for Congress to 
adjourn during the Berlin crisis. Yet some of the most 
vocal of these “stay-in-Washington” groups are the very 
ones who gripe when their congressman is unavailable for 
local ribbon-cuttings and complain that “the only time we 
ever see you around is at election time.” So it goes. On 
the matter of adjournment, as in most other matters, the 
congressman is likely to be damned if he does and damned 
if he doesn’t. 

At the risk of being shot at as un-American during this 
open season on our lawmakers, I'd like to defend the 
much-maligned congressmen. Yes, all of them. Even that 
handful who are so benighted and will- 
ful as to fail to see things my way. 

I'll defend, for example, the mail- 
weighers. This group, much scorned 
by high-minded do-gooders, actually 
performs a rather useful function in 
our society. The mail-watchers, those 
sensitive souls, have but one convic- 
tion: the importance of their own re- 
election. About burning issues, expect 
no firm expressions of opinions from 
them. To do may be to die if they 
decide to reason why on a legislative 
hot potato. They weigh, not the issue, 
but the mail. 
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Perhaps this type of congressman is not exactly a social 
scientist’s idea of what the Founding Fathers had in mind 
for Congress. But the stubborn fact is that they perform a 
valuable function all the same. No scientist has yet de- 
vised a seismograph more sensitive than a congressman 
holding up a wet finger into the political winds. No rhap- 
sodic rhetoric about ideals or visions of sugar plums will 
garner their vote—unless it looks like most of the “folks 
back home” have been moved too—and first. In short, 
the mail-watcher, however timid his character, plays 
a rather important part in making representative gov- 
ernment really representative. 

In further defense of our legislative branch, I'd like to 
mention an even larger group. This sizable majority of 
representatives spends month after month trying to figure 
out what they think may be best for the country by 
the way of a new law or no new law. These misguided 
fellows aren't obliging enough to accept my opinion— 
sometimes not even yours. They’ve even indicated our 
personal opinion may be selfishly motivated, that there 

may be two sides to the issue. These 
fellows may even listen to those who 
disagree with us. 

So they go on and do all sorts of 
foolish things for a good many hours 
after any sensible man has gone home 
from work. They hold committee hear- 
ings, public and private. They pass 

hours listening to visiting constituents. 
They even seem to spend a lot of time 
answering their mail and looking into, 
first hand, some of the operations of 
government for which the committees 
they belong to are responsible. 

Taking into account all three cate- 








Price /Earnings 
Ratio 
Common issue 1950 


Allied Chemical 12.7 21.2 
Alcoa . 8.2 39.1 
American Can 7.4 17.2 
AT&T <q Sen 19.4 
American Tobacco 9.0 143 


Common Issue 


General Electric 
General Foods 
General Motors . 
Goodyear Tire . 
Internat. Harvester 





Anaconda Company 75 10.1 
Bethlehem Steel . 4.0 15.7 
Chrysler .... 47 10.6 
Du Pont 12.7 23.1 
Eastman Kodak 11.3 33.9 


Internat. Nickel 
Internat. Paper 
Johns-Manville 
Owens-Illinois Glass 
Procter & Gamble 








30 STOCKS IN THE DOW-JONES INDUSTRIAL AVERAGE 


Price /Earnings Price /Earnings 
atio Ratio 

1950 1960 Common Issue 1950 ~—s«1960 
8.0 33.0 | Sears, Roebuck .......... 8.6 22.2 
9.9 28.6 | Standard Oil of Calif. 8.7 11.4 
49 12.1 | Standard Oil (NJ.) ... 6.8 13.0 
4.2 16.5 | Swift . . 138 148 
6.8 12.5 | Texaco Pe 7.6 13.5 


11.3 21.3 
7.2 18.0 
6.6 18.3 
9.5 22.7 

11.2 29.1 





Union Carbide . . « Be 22.6 
United Aircraft ...... 7.9 19.2 
U.S. Steel : 5.8 14.6 
Westinghouse Electric . 6.4 22.2 
Woolworth (F.W.) ...... 11.6 14.3 











gories of congressmen—the stubborn, the seismog- 
raphers and the bunch we were just talking about—it 
is sort of a wonder anything good gets done by them. 
Yet it does. That’s why I wanted to take time out from 
the good old American sport of congressmen-sniping to 
say a word on behalf of our lawmakers. 


us 
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STOCK PRICES AND EARNINGS 


Recently, in the course of a discussion about current 
stock prices, a friend exclaimed in a combination of 
anguish and anger that “anybody who buys a share of 
stock at a price 30 times higher than its earnings must 
be crazy!” This opinion has been expressed in less color- 
ful jargon by a good many conservative Wall Streeters 
as well as many nonprofessional investors from Main 
Street. 

For decades—until the last one—most investors pre- 
sumed there had to be a “reasonable” relationship be- 
tween the earnings per share of a company and the price 
of its stock. Surely, according to the orthodox inves- 
tor, the money a company is making should play an 
important part in determining its value. Today his faith 
is shaken by the “unreality” of cur- 
rent price/earnings ratios, especially 
in the case of many blue chips. For 
instance, at the end of 1960, a share of 
Aluminum Co. of America cost almost 
40 times what it earned that year. Just 
ten years previously an Alcoa share 
cost only eight times the share’s earn- 
ings. The New York Stock Exchange 
points out that “for a great many years 
a price/earnings ratio of 10 to 1 was 
considered a ‘standard’ measure of a 
sound investment.”* In 1950 the 30 
stocks in the Dow-Jones industrial 
average had a combined price/earn- 
ings ratio of 8.4 to 1. 


*The Exchange, July, 1961. 


In 1960 these same stocks “had a combined price/- 
earnings ratio of 18.9 to 1, with 12 selling at 20 to 1 or 
better.” Does all this really mean that relating earnings 
to stock value is out the window as a yardstick for in- 
vestment guidance? 

No. But for astute investors this price/earnings ap- 
proach has never been the prime determinant of where 
they put their money. For instance, in 1948 Underwood 
Corp. stock closed at 4014. It earnings were $8.19 for a 
price/earnings ratio of 4.9 to 1. IBM closed at an ad- 
justed 1534 with earnings of $1.13 for a price/earnings 
ratio of 13.9 to 1. On this basis Underwood would have 
appeared to be the better buy. Twelve years later IBM 
had appreciated in price 2,122, Underwood 46%. 

The mutual funds, investment trusts and other sophis- 
ticated investors who hold Aluminum Co. of America 
shares at the 40 to 1 price/earnings ratio are not, as my 
friend suggested, “crazy,” any more than the share- 
holders of Eastman Kodak at a 34 to 1 price/earnings 
ratio. A study of the wide variance in the table above 
can lead to but one conclusion: the comfort of having 
an absolute “standard” price/earnings measurement to 
determine values is gone. Such a “standard” today has 
only limited value. 
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ONE OF HEMINGW AY’S 
“RULES FOR LIVING” 


rr, Y 


When Charles Scribner (IV) suc- 
ceeded his late father as head of the 
country’s most venerable publishing 
firm in 1952, Ernest Hemingway, an 
old friend, wrote him a long personal 
letter, which concluded with a list of 
his “rules for life.” Among them, this 
one which we pass on to our readers 
without further comment: 

“Always do sober what you said 
you'd do drunk: That will teach you 
to keep your mouth shut.” 
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Successful manned space flight requires reliable and efficient thermal and 


atmospheric systems and secondary power equipment. Complete and integrated 
systems, as pictured, are under study at The Garrett Corporation’s 
AiResearch Manufacturing Divisions. Their design reflects 20 years of leadership in 
airborne and space systems, including NASA’s Project Mercury life support system. 
THE GARRETT CORPORATION « AiResearch Manufacturing Divisions + Los Angeles 45, 
California * Phoenix, Arizona » other divisions and subsidiaries: Airsupply-Aero Engineering 


AiResearch Aviation Service « Garrett Supply « Air Cruisers « AiResearch Industrial « Garrett 


Manufacturing Limited « Marwedel + Garrett International S.A. + Garrett (Japan) Limited 





It Takes Two to Speak the Truth— 
One to Speak, and Another to Hear 


—Thoreau 


Each summer there comes to Ohio Oil a small group 
of topflight educators in varied fields, each related 
to some phase of the company’s widespread opera- 
tions. For a few weeks they become businessmen, 
bringing their specialized knowledge and fresh crea- 
tive thought to the projects and problems of a 
dynamic, expanding oil company. 


Teachers become businessmen—and, to a degree, 
oilmen may apply their practical knowledge to a 
broadening of national educational horizons. 


Each group speaks to the other...each group 
hears...and both come away having gained a clearer 
insight into the truth of our way of life. 


HIGHLIGHTS OF THE SIX MONTHS ENDED JUNE 30 


Total revenues 
Net income 
Net income per share 


Dividends paid: 
Cash—per share 
Common stock 


Capital expenditures 
Exploration expense 


Shares of common stock outstanding 


___ 1960 
$175,973,000 
$ 17,733,000 

$1.28 


1961 
$178,896,000 
$ 19,300,000 

$1.35 





$ .80 $ .80 

2% _ 
$ 22,821,000 $ 24,616,000 
$ 11,887,000 $ 15,164,000 


14,273,003 13,876,775 


(Excluding shares in Treasury: 
1961—12,031; 1960—124,400) 


Net crude oil and natural gas 
liquids produced—barrels 


Crude oil refined—barrels 


19,530,000 
18,129,000 


21,465,000 
16,306,000 


On August 1, 1961, the Board of Directors declared a dividend of 40 cents per share 
payable September 11, 1961, to shareholders of record August 18, 1961. 


Left to right: Howard H. West, Vice President, Administrative Services, The Ohio Oil Company; Grant H. Young, Vice President, Marketing, The Ohio 
Oil Company; Miss Doris Sponseller, Chairman, Secretarial Studies, College of Commerce, Ohio University; Dr. Paul E. Fertig, Chairman, Department 
of Accounting, College of Commerce and Administration, Ohio State University; Dr. William R. Muehiberger, Assistant Chairman, Geology Depart- 
ment, University of Texas; Dr. C. Drew Stahl, Department Head, Petroleum and Natural Gas Engineering Department, Pennsylvania State University. 
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CORPORATE MANAGEMENT 


TURMOIL 
AT GENERAL 
DYNAMICS 


Can you build a strong whole 

out of weak parts? For a 

while it looked as though 

General Dynamics had found 
the formula. 





GENERAL Dynamics Corp.* was foun- 
ded on the beguiling proposition that 
a dynamic corporate whole can be 
created out of less-than-dynamic 
parts. GD’s founder, the late John 
Jay Hopkins, seemed to have the for- 
mula for performing this managerial 
miracle. Merging an old struggling 
submarine builder (Electric Boat), a 
Canadian aircraft plant (Canadair) 
that no one else wanted, a laggard 
defense contractor (Convair), and an 
old but hard pressed electronics firm 
(Stromberg Carlson), Hopkins soon 
had the U.S.’ biggest single arma- 
ments company, whose sales last year 
totaled just a shade short of $2 billion. 

GD went on to build the U.S.’ first 
atomic submarine, its first operational 
intercontinental ballistic missile and 
the first plane to fly at twice the speed 
of sound. Before Hopkins died in 1957 
he picked as his No. Two man 
tall, rangy Frank Pace, Jr., a topnotch 
golfer and political figure who at 37 
had been President Truman’s director 
of the budget. Not surprisingly, Pace 
succeeded Hopkins as chief executive 
officer. Into the corporate fold Pace 
brought two more major subsidiaries: 
Liquid Carbonic, a large-sized pro- 
ducer of carbon dioxide and Material 
Service, Col. Henry Crown’s flourish- 
ing Chicago-based sand, gravel and 
coal company. 

Much of the press and public were 
enthralled at the boldness of Hopkins’ 

*General Dynamics Corp. Traded NYSE. 
Recent price. 317%. Price range (1961): high, 
4519; low, 3114. Dividend (1960) : $1.75. Indica- 
ted 1961 payout: 50c. Earnings per share 


(1960) d$2.71. Total assets: $842.4 million. 
Ticker symbol: GD. 
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and Pace’s accomplishments. One 
magazine soberly implied that Gen- 
eral Dynamics’ main goal was not to 
make money but to “beat the Soviet 
Union.” Caught up in the excitement, 
investors bid up GD’s shares from a 
1954 low of 12 to 67%s8 just three years 
later. 

Costly Flop. But last year it sud- 
denly began to be apparent that all 
was not well at General Dynamics 
Hopkins’ formula was not working 
quite as smoothly as most people had 
thought. It was no secret that Con- 
vair’s 880/990 commercial jetline: 
program was a costly flop and that 
most of the $338-million investment 
(almost $35 a share) was going down 
the drain. On top of this, the Air 
Force’s coolness toward the B-58 
supersonic bomber program has 
washed out Convair’s best hope for 
new, big volume business. Earlier this 
year Pace eliminated Convair’s cen- 
tralized San Diego headquarters, ac- 
cepted resignations of its president 
and executive vice president and 
broke the Convair division into four 
pieces. 

Stockholders who thought that GD 
would get back on the track once 


CHAIRMAN PACE: 
between the idea and the reality fell a shadow 


AND FINANCE 


September 1, 1961 


Convair was straightened out were, 
however, soon disappointed. Last 
month another major shakeup hit the 
company. Out in the second major up- 
heaval at the old Stromberg-Carlson 
division in just 20 months was the 
boss, James D. McLean. The division 
last month was still losing consider- 
able amounts of money. 

Tale of Woe. Obviously GD had not 
yet settled down. Telling of power & 
glory no longer, GD’s terse communi- 
ques this year have spelled out a tale 
of trouble. Despite Pace’s implica- 
tion in March that all of his jet losses 
had been written off, GD took its 
biggest jet loss yet in the first half of 
1961. It came to a staggering $116.5 
million, which more than wiped out 
the $33 million in pretax profits pro- 
duced elsewhere in the company. In 
spite of a probable $2-billion volume 
this year, GD is thus all but certain 
to run in the red for the second 
straight year. 

With the losses draining company 
cash at an alarming rate, GD had to 
formalize its line of credit. To do so, 
Pace accepted tough terms from the 
bankers: GD, which boasted an un- 
broken 25-year dividend record, 


FOUNDER HOPKINS: 
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agreed to pay no common dividends 
for two full years. In return GD re- 
ceived a $200-million credit line from 
a 20-bank group headed by Chase 
Manhattan. 

Humiliation. As the upheaval con- 
tinued last month, executives were 
packing, and at least one once-proud 
division was splintered. Even Frank 
Pace was not immune. Last month 
Pace found himself under the watch- 
ful eye of a new executive committee, 
composed of five GD directors. The 
committee’s chief: hard-driving Chi- 
cago real estate and building materials 
magnate, Henry Crown, whose sale of 
Material Service had gained him a 
major stake in General Dynamics.+ 

For smart, ambitious Frank Pace, all 
this was quite a comedown. Someone 
once asked Pace why he ever went 
into business in the first place. Pace 
had a star-studded political career in 
the making, but lacked both business 
and technical background when he 
joined General Dynamics Corp. in 
1953. Explained Pace at the time: “I 
had tested myself against the great 

‘Consisting of 2 million shares of special 
convertible preference stock. Of these, Crown 
had the option to sell 400,000 back to General 
Dynamics this year for $26.4 million. Crown 
traded the option to Hilton Hotels in ex- 
change for the Beverly Hilton Hotel and sev- 
eral second mortgages. Hilton exercised the 
put option this summer. In 1964, the remain- 
ing 1.6 million preference shares will begin 
to draw dividends of $2.90 per share and will 
cost General Dynamics $4.8 million a year in 
dividends. Crown, of course, could convert 
into common stock but is unlikely to do so 


unless GD gets back to the conversion price 
of $55 a share. 
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problems of Government; now I 
wanted the testing ground of business, 
where the sharp edges of profit and 
loss evaluate your performance.” By 
his own rigorous standards, Frank 
Pace’s business accomplishments have 
not yet measured up to his sporting 
and political achievements. 

A Comeback? Can Dynamics— 
whether under Pace or a successor— 
regain its once-sure footing? Cer- 
tainly, all is not lost. The company is 
still the nation’s biggest defense con- 
tractor. And aside from the enor- 
mous jet losses, company profits from 
other sources last year were only a 
shade (6.5%) under the year before. 
Its current backlog of work orders is 
a walloping $2 billion-plus, comfort- 
ably more than a full year’s work for 
Pace’s plant. 

But on the other hand, GD’s future 
is by no means secure. None of the 
company’s new products holds the 
promise of becoming another nuclear- 
powered submarine or another Atlas. 
Pace’s Electric Boat Division has a 
virtual stranglehold on private nuclear 
submarine production and is con- 
sidered by many to be the company’s 
biggest asset. But Electric Boat is 
building mainly the hulls for the subs 
(hulls that government-owned Navy 
Yards can, and are, also fashioning). 
These hulls represent only a fraction 
of the total cost. The atomic reactors 
that drive the ships, for instance, 
come from Westinghouse and Gen- 
eral Electric. 

What of the Atlas missile? It is re- 
liable but it is growing old. And it 
has, apparently, left something to be 
desired. Reported Aviation Week in 
March: “Its contribution ... to the 
nation’s nuclear deterrent posture has 
been debatable.” And the B-58? It is 
phasing out current orders of pro- 


duction next year and, one expert 
observer has reported: “The Air 
Force has never known quite what to 
do with it.” 

The Atlas and submarine programs 
will go on, of course, providing GD 
with substantial new business. But the 
ICBMs and supersonic bombers of the 
not-too-distant future will likely be- 
long to someone else. Under the cir- 
cumstances, GD will be hard put to 
maintain anything like its $2-billion 
sales volume. Facing further jet losses, 
a question mark over the B-58 pro- 
gram, continued losses in its electronics 
division, GD, as a matter of fact, is 
leaning these days on something 
quite apart from its once-redoubt- 
able weapons business—Col. Crown's 
building materials enterprise. Ma- 
terial Service will produce no more 
than 6° of GD’s sales this year, but 
may well account for a big part of its 
cash flow. 

Eloquent Silence. In the midst of all 
this trouble and woe last month, 
Frank Pace, a speaker renowned for 
his persuasiveness and lucidity had 
lapsed into a silence that was all too 
eloquent. Uncharacteristically non- 
communicative, Pace talked business 
to no one outside the company’s Man- 
hattan headquarters. To the press he 
was just not at home. The only com- 
pany official willing to talk at all last 
month was Executive Committee 
Chief Henry Crown. “We have,” said 
Crown, “the utmost faith in Frank 
Pace and President Earl Johnson, but 
nevertheless we are going into every- 
thing concerning management.” What- 
ever the executive committee ulti- 
mately decided it was painfully clear 
that John Jay Hopkins’ heirs had fallen 
far short of the mark in carrying out 
the bold concept of General Dy- 
namics’ founder. 


GENERAL DYNAMICS AIRCRAFT (880; B-58; F-106): 
the products are good but who will buy them? 
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DIVERSIFIED COMPANIES 


THE PROSPECT 
PLEASES 


On top of a good recovery 

in the second quarter, Borg- 

Warner has plenty more to 
look forward to. 





IF EVER a big company seemed literally 
on the move, last month that com- 
pany was Chicago’s big ($427.3-mil- 
lion assets), broad-based Borg-War- 
ner Corp.* In July it had moved its 
Atkins Saw Division from old Indian- 
apolis quarters into a spanking new 
$2.5-million Greenville, Miss. plant. 
In August its Warner Automotive and 
Rockford Clutch divisions set up shop 
in new facilities in Auburn, Ind. and 
Rockford, IIll., respectively. And by 
mid-September its Norge Division 
will have completed a six-week move 
into a new $7-million appliance plant 
near Fort Smith, Ark. 

Busily Spending. Throughout 1961 
the father-and-son team of Chairman 
Roy C. and President Robert S. In- 
gersoll has been busily engaged in 
spending a record $40 million building 
new plants and modernizing old ones. 
And that figure does not count nearly 
$10 million spent on the Atkins- 
Greenville and Norge-Fort Smith 
plants, which were paid for by local 
bond issues with Borg-Warner’s capi- 
tal contribution limited to the tooling. 

Even without any tangible results 
yet in from all this capital spending. 
B-W has been doing fairly well this 

*Borg-Warner Corp. Traded NYSE. Recent 
wag ig’ Price range (1961) : high, 4355 
ow, 35. Dividend (1960): $2. Indicated 1961 


payout: $2. Earnings per share (1960): $3.01 
a assets: $427.3 million. Ticker symbol 
OR 


B-W’°S ROBERT INGERSOLL: 
he’s in 46 businesses 
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year. The first quarter, it is true, was 
very poor, but the company turned in 
a smart $6-million profit (66c per 
share) in the second quarter on $155.5- 
million sales, within easy hailing dis- 
tance of last year’s 76 cents on sales 
of $161 million. It is all but certain to 
do even better as the current pickup 
gathers force. The strong position 
B-W’s 46 divisions and subsidiaries 
enjoy in such other fields as air con- 
ditioning, building materials, steel 
products, farm equipment parts, chem- 
icals and electronics all but guarantee 
it a part in any real industrial pickup. 

How much B-W will pick up over 
the balance of the year depends, of 
course, on two unknowns: the vigor 
of the industrial pickup, and condi- 
tions in the auto industry. The latter 
is particularly important to B-W, 
since Detroit's purchases of B-W’'s 
auto parts account for a full third of 
sales. 

Delayed Payoff. But regardless of 
the impact of general economic con- 
ditions, Bob Ingersoll is looking for- 
ward to banking substantial savings 
from his new plants, savings which 
have not yet shown up to the full ex- 
tent in his profit-&-loss statements 
“We aren't getting full benefit from 
our new Rockford Clutch plant yet,” 
says he, “but I think our biggest 
gain will be from lower handling costs, 
since the old plant was about three 
different plants, some of them multi- 
story. We'll also get better coordina- 
tion, since the old plants were scat- 
tered.” 

“We certainly have not realized the 
full benefit from our new Auburn, 
Ind. plant for Warner Automotive,” 
adds he, “and at the new Atkins Saw 
plant in Greenville they haven't yet 
completed their training program or 
even brought their costs down to 
where they were in Indianapolis. 
Calumet Steel, where we had a $6- 
million modernization in the last two 
years, is just beginning to get all the 
results now.” 

Cleaning Up. The new Fort Smith 
plant highlights Norge’s increasing im- 
portance in the Borg-Warner scheme 
of things, the result of the ambitious 
sales projections that Bob Ingersoll is 
making for Norge’s new coin-operated 
dry cleaner. Says Ingersoll: “Our ex- 
perience to date—and we've had more 
than any other coin-operated dry 
cleaning company—leads us to believe 
that this industry is really taking off.” 

A blue-sky projection? Perhaps, 
but Borg-Warner had never been 
noted for living solely on futures. 
Not only does the coin-operated dry 
cleaning business look promising for 
tomorrow: “I think,” says Bob Inger- 
soll, “the dry cleaning business will 
turn a fair profit this year.” 


VEW KRESGE 
the top brass is new, too 


RETAILING 


THE QUIET 
REVOLUTION 


Without any public fuss or 

feathers, Kresge’s new Presi- 

dent Harry Cunningham has 

largely revamped his com- 
pany. 


Once second only to Woolworth as 
the country’s largest variety chain, 
and earning a fat 6 cents and more on 
the sales dollar, Detroit’s S.S. Kresge 
Co.* has been losing ground in re- 
cent years. When its rivals were set- 
ting up junior department stores back 
in the late 1940s, for instance, 
Kresge held back. When others were 
introducing ready-to-wear apparel, 
Kresge’s nearly 700 stores hesitated 
for years. The W.T. Grant Co., crept 
past it into second place. Kresge’s 
profit margin dropped to less than 
half what it had been, and to a point 
well below Woolworth’s. 

New, All New. Without any of the 
fanfare that usually accompanies 
major corporate changes, Kresge, 
however, was quietly undergoing a 
rather complete revamping. Two 
years ago, trim, 54-year-old Harry 
Cunningham = succeeded __ old-time 
Franklin Williams as president. Last 
month an official announcement re- 
vealed that Cunningham had spent 


*S.S. Kresge Co. Traded NYSE. Recent 
orice: 314, rice range (1961): high, 343, 
ow, 28. Dividend (1960): $1.60. Indicated 
1961 payout: $1.60. Earnings per share (1960) 
$2.02. Total assets: $2693 million. Ticker 
symbol: KG, 
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the two years building a completely 
new management team. President 
Cunningham was at some pains to play 
down the causes of the change: “This 
came about gradually,” declared he, 
“through retirements. There were no 
firings or wholesale shakeups; but be- 
cause when I came in as president we 
had a team many of whom were near 
retirement age and because several 
new being created 
also, we were able to effect a complete 
change.” 


positions were 


Nevertheless, Cunningham was 
frank enough about the thoroughness 
of the overhaul. “We have, with only 
one exception, a complete new team 
of vice presidents,” says he. “In ad- 
dition to that, every one of our re- 
gional offices has a completely new 
team in charge—a new regional man- 
ager, assistant regional manager and 
merchandising manager.” 

Nor had Harry Cunningham merely 
contented himself with personnel 
changes. “For the last few years,” 
said he, “we've been in the process of 
trying to move out of deteriorating 
locations—not just downtown stores 
but also small neighborhood stores 
not in shopping centers. It’s been a 
costly business, but the worst is be- 
hind us now.” 

Cunningham believes that he has 
lighted on a profitable scheme for 
saving some of Kresge’s older outlets. 
“We are experimenting,” says he, 
“with discount-type operations in old 
stores in deteriorating neighborhoods. 
So far, results are most encouraging.” 
In addition, Kresge, like Woolworth, 
has plans to build a chain of major 
discount stores. No fewer than three 
will be launched in Detroit in 1962. 
Another major switch: Kresge has 
been expanding into the West and 
South, a move which should lessen 
its dependence on the depression- 
vulnerable midwestern industrial 
cities. 

In all this, Cunningham did not have 
to worry much about resistance with- 
in the company: solidly behind were 
the trustees for the 1.9 million Kresge 
shares (35°) of those outstanding) 
owned by the Kresge Foundation. 

On The Move. All in all, it was be- 
ginning to look as though Kresge was 
finally on the move. The old manage- 
ment had bowed out unobtrusively. 
Seldom, in fact, had such a wholesale 
changeover in the management of a 
major U.S. company been effected 
with such apparent tranquillity. Can 
Kresge now recover its traditional 
second place in the variety store busi- 
ness? “We're not particularly inter- 
ested in numbers,” muses President 
Cunningham. “But I think there 
might be a very good chance that we 
could.” 
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CRANE COZS THOMAS MELLON EVANS: 


CAPITAL GOODS 


THE WINNER 


Just when his Briggs oppo- 
nents thought they had Tom 
Evans on the ropes, Evans 





came back with a knockout 
punch. 


AS MORE than one ex-rival knows to 
his cost, Pittsburgh financier Thomas 
Mellon Evans is not the man to take 
no for an answer, even when the odds 
would seem crippling. But back in 
early 1960, it seemed tough, hard- 
driving Tom Evans had finally met 
his match. After successfully gaining 
control of Chicago’s creaking old 
Crane Co.* and revamping it from 
top to toe, Evans had moved to fill 
the last big gap in Crane’s range of 
plumbingware. To this end, he pur- 
chased working control (21%) of 
Briggs Manufacturing Co., money- 
losing maker of pressed steel plumb- 
ingware fixtures. 

Legal Tangles. But Briggs’ Presi- 
dent Arnold Kohler and the rest of 
the directors had different ideas about 
their company’s future. In the result- 
ing furor, the Federal Trade Commis- 
sion brought an antitrust suit against 
Crane based on recent acquisitions in 
the plumbing field. A Federal Court 
enjoined Crane from voting the Briggs 
stock. Locked in with $2.7 million 
worth of Briggs stock, Crane and 
Evans seemingly were in legal tangles 
for years to come. 

But last month Evans struck back. 
He made a deal to trade the Briggs 

*Crane Co. Traded NYSE. Recent price: 
6812. Price range (1961): high, 695,; low, 4614. 
Dividend (1960): $2. Indicated 1961 payout 


$2. Earnings per share (1960): $2.98. Total 
assets: $185.8 million. Ticker symbol: CR 


he keeps his eye on the cash column 


shares (plus $3.5 million in cash) to 
American Metal Products for the as- 
sets of AMP’s AllianceWare subsidi- 
ary which makes pressed steel plumb- 
ingware. Thus Crane would get the 
product line it wanted and AMP would 
be able to unload an unwanted sub- 
sidiary. 

The beauty of the deal was that 
there was small likelihood now that 
FTC feathers would be ruffled. Ameri- 
can Metal Products, shorn of its 
plumbing operations, could blame- 
lessly exert control over Briggs, while 
Crane no longer could stand accused 
of engulfing a rival company. Evans, 
moreover, was making no bones about 
his pleasure in bidding good-by to the 
troublesome Briggs stock and finally 
acquiring the plant he needed. Said 
he tartly: “We're in the manufactur- 
ing business, not the legal business.” 

Doomed. The only major casualty, 
in fact, was the management of Briggs 
Manufacturing. The success of its 
brave struggle against Crane, as 
things turned out, brought President 
Kohler only the briefest of reprieves. 
Hot on the heels of the AllianceWare 
deal came a terse announcement from 
American Metal Products: Although 
Abram vanderZee was to stay on as 
chairman of Briggs, Arnold Kohler 
was stepping down to make way fo! 
AMP Director Paul M. Corp as the 
new Briggs president and chief ex- 
ecutive officer. Of the entire seven- 
member Briggs board, indeed, only 
three survived the changeover. If there 
could be worse humiliation for the old 
Briggs management, it unquestionably 
lay in the declared goal of the new 
masters: “American Metal Products’ 
objective,” explained President Wil- 
liams, “is to aid Briggs’ management 
in improving its competitive position 
in the plumbingware field.” 
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And Crane? With its own capi- 
talization sharply reduced through 
open market purchases and its plumb- 
ing product lines fully rounded, the 
outlook for Crane’s stockholders 
promised to be livelier. “We’ve shrunk 
our capitalization,” says Evans, “got a 
$40-million term bank loan and now 
we have some leverage.” Adds he 
happily: “This year’s cash flow will 
be $9 to $10 a share—and cash flow is 
what I look for as a stockholder.” 


4IRCRAFT 


GOOD AS 
HIS WORD 


Thanks to Chairman Gross’ 

big decision last year, there 

will be no drag on Lockheed’s 

healthy defense profits this 
year. 


THERE ARE just two ways to lose money 
when a major corporate venture goes 
sour: piecemeal, or the way Chair- 
man Robert E. Gross of Lockheed 
Aircraft Corp.* did it last year. In 
one horrifying second-quarter plunge, 
Gross dropped his long-standing divi- 


*Lockheed Aircraft Corp. Traded NYSE 
Recent price: 497%. Price range (1961): high, 
514g; low, 26'2. Dividend (1960): 30c. Indi- 
cated 1961 payout. 60c. Earnings per share 
(1960): d$5.80. Total assets: $534.3 million 
Ticker symbol: LK. 


QUICK SURGERY 


By taking its losses ($67.5 million) on 
commercial aircraft all at once last year, 
Lockheed Aircraft, unlike some rivals, 
has been able to make a fast return to 
steady profitability. 
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dend and wrote off $67.5 million in 
commercial airplane costs—one of the 
biggest quarterly losses ever taken 
by a U.S. corporation. Said Gross at 
the time: “We decided to take every- 
thing at once, then be off to the races.” 

On Course Again. Last month, Bob 
Gross turned out to be as good as 
his word. Lockheed was indeed off 
to the races. In each of the four quar- 
ters since the big write-off, Lockheed 
has been solidly in the black and the 
company’s earnings for the 12 months 
ended in June (of $2.92 a share) were 
better than anything Gross produced 
since 1955. With no small amount of 
satisfaction, Gross looked at his rec- 
ord first-half sales ($679 million) and 
earnings ($1.24 a share) and decided 
that Lockheed could well afford to 
restore its 30c quarterly dividend. 

By contrast with Gross’ drastic 
write-off, both Douglas Aircraft and 
General Dynamics have taken their 
jet program losses in partial doses. 
Douglas took its DC-8 losses over 
seven straight quarters, is just getting 
out of the woods and has announced 
no plans to restore its dividend. Gen- 
eral Dynamics has been losing money 
because of its jet write-offs for a full 
year now, and the ‘end is not yet in 
sight (see p. 11). 

Gross still has problems with the 
Electra, but that ill-starred jet liner 
no longer can affect Lockheed’s total 
operations, thanks to Gross’ big plunge 
last year. Lockheed, it is true, made 
no money this year delivering 27 
written-down, modified Electras, but 
neither, emphasized Finance Chief 
Dudley Browne, did it suffer any out- 
of-pocket losses. The company sold 
the planes for what it cost to pro- 
duce them. For that reason, Gross 
probably has washed his hands of 
the program in more ways than one. 
He is not particularly interested in 
selling any more of the planes. “We 
would not say no to an order for 50 
Electras,” says Browne now, “but I 
do not know about an order for 25.” 

No Drag Now. At any rate, with 
only five Electras still to be sold, 
there is not much that even that dis- 
tressed merchandise could do to drag 
on Lockheed’s future earnings. What 
with its Polaris program in high gear 
and work begun on the big new 
contract to build more than 100 jet 
transports, Gross can look forward 
this year to sales that should reach 
a record $1.4 billion. 

Best of all he can again expect to 
make the defense contractor’s normal 
net profit of 2 cents to 3c on the sales 
dollar after two extremely lean years. 
Almost assuredly, that would not be 
the case if Bob Gross had decided, 
like his rivals, to stretch out his pre- 
dictable losses a year ago. 
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RAILROAD BLUES 


Many of the nation’s rail- 

roads are beginning to feel 

cheerful again, but not the 
big eastern roads. 


AminpstT the generally cheerful reports 
rolling in from the railroads last 
month, one gloomy fact remained: the 
eastern roads, hardest hit by the 
slump, were showing the least ability 
to snap back (see chart). 

Over-all the eastern roads lost a 
combined $74 million in the first six 
months. By July, both the New York 
Central and Pennsylvania had crept 
back into the black—but just barely. 
Even the prosperous Chesapeake & 
Ohio and Nickel Plate were feeling 
the strain; the C&O earned just half 
as much in 1961's first half as it had 
the year before, the Nickel Plate a 
full one-third less. With that kind of 
ground to be made up, the chances of 
anything like a real comeback over 
the remainder of the year seemed re- 
mote at best. For the East, sighed one 
rail executive, “1961 is probably be- 
yond redemption.” 

Sluggish Steel. What was wrong in 
the East? Partly it was the same old 
story of unprofitable short hauls, high 
terminal and many lines 


costs too 


15 





competing for the available business. 
But also working against the east- 
erners was another, possibly more 
temporary, problem: the relatively 
sluggish recovery of the steel industry. 

Not only are many eastern roads 
heavily dependent on the steel, iron 
ore and coal traffic for the big mills, 
they derive a good part of the rest 
of their revenues from hauling manu- 
factured goods, such as autos, which 
are fabricated from the steel. 

The New York Central, for example, 
counts on bituminous coal, most of 
which goes to steel, for some 20% of 
its freight revenues; iron and steel 
products themselves account for a 
good 10°, of the Central’s totals. Thus 
it was hardly surprising that the Cen- 
tral lost $25 million for the first 
half and failed to make a really good 
recovery in the early summer. An- 


other eastern road whose fortunes 
are closely tied to steel is the ailing 
Erie-Lackawanna. So far this year 
the Erie-Lackawanna has failed to 
earn even its depreciation charges, 
let alone having anything left over to 
meet interest payments on its bonds. 
“Call Us.“ Thus, until signs show 
of a stronger pickup in steel, there is 
likely to be little joy around the head 
offices of the big eastern roads. Al- 
ready $17 million in the red at the six- 
month mark, the Pennsylvania Rail- 
road, the nation’s largest, does not yet 
see enough of an improvement in 
sight to get into the black for the 
full year. Neither probably does the 
New York Central at this point. 
“When you hear of a recovery in 
steel, call us,” was the bitter comment 
last month from an aide to Central 
President Alfred E. Perlman. 





(millions) 
Railroad 1960 1961 


EASTERN 
B&O 
Boston & Maine 
C&0 
Delaware & Hudson 


$ 201.2 
35.9 
176.6 
32.8 


$ 163.4 
33.6 
146.0 
21.7 


115.0 
27.1 
69.4 

350.9 


102.3 
21.7 
62.4 

292.7 


Erie-Lackawanna 
Lehigh Valley 
New Haven 

N. Y. Central 


Nickel Plate 
Norfolk & Western 
Pennsylvania 
Reading 


77.2 
127.5 
461.9 

55.2 


62.3 
114.4 
387.9 

47.4 


SOUTHERN 
Atlantic Coast Line 
Gulf Mobile 
Ill. Central 


87.6 
39.0 
130.7 


82.9 
38.3 
121.7 


Louisville & Nash 
Seaboard Air Line* 
Southern Ry.* 


116.7 
83.8 
133.0 


109.9 
78.9 
126.4 


WESTERN 
Chicago, Milw., St.P. & P 
Chicago & North. West.* 
Chicago & Rock Island 
Den. & Rio Grande 
Great Northern* 


110.9 
110.3 
108.8 

38.3 
117.2 


104.7 
103.8 
104.0 

36.1 
106.3 


Kansas City Ry. 
Missouri-Pacific* 
Northern Pacific 
St. Louis-San Fran. 
Santa Fe 


35.0 
149.0 
86.1 
66.4 
310.5 


31.6 
144.1 
78.6 
62.1 
294.6 


Soo Line 
Southern Pacific 
Texas & Pacific 
Union Pacific 
Western Pacific 


38.6 
390.4 
37.5 
240.3 
26.2 


36.5 
374.1 
33.4 
233.3 
25.7 





Railroad Results— 


FIRST HALF OPERATING REVENUES 
Gain 


Loss. 


—34 


—16 


é—Deficit. “Figures from ICC reports; all others are from company reports. 
t}—Including tax deferral for accelerated amortization. 


FIRST HALF NET INCOME 
Gain 
(millions) or 
1961 


or 
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19% $ 1.065 
6 d78 
17 21,048 
1,018 


d$ 19,303 
d2,332 
9,872 

574 


deficit 
deficit 
—53% 
—44 


d16,998 

d5,132 
d11,777 
d25,223 


11 
20 
10 
17 


d5,291 
891 
d6,512 
6,682 


6,159 
30,687 
286 
968 


deficit 
deficit 
deficit 
deficit 


4,133 
25,280 
d17,786 
d6,211 


19 
10 


33 
—A® 
deficit 


14 deficit 


6,041 
1,047 
4,576 


5,522 
8,187 
13,876 


4,050 — 33 
1,342 28 
4.817 - § 


3,974 
4,998 
11,117 


—28 
—39 
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6 d3,877 
6 43,433 
4 3,585 
6 4,032 
8,061 


d2,811 
42,865 
3,032 
3,587 
1,751 


deficit 
deficit 
—15 
—11 
—178 


4,778 
6,485 
7,547 
3,238 
23,977 


3,933 
4,864 
4,739 
1,815 
20,471 
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—3 
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—1§ 
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+? 
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THE STOCK MARKET 


DEFLATED 
CUSHION 


If anything upsets the stock 
market in the near future, 
there won't be much of a 
short interest to cushion the 


fall. 





IN GENERAL last month the technicians 
were pleased with the stock market's 
firmness in the face of the alarming 
international situation. From a pure- 
ly technical point of view, however, 
one thing was giving them pause: the 
declining short interest figures. Last 
month (through August 15) the out- 
standing short position on the New 
York Stock Exchange declined for the 
fifth straight month, reaching the 
lowest level since July 1960. Rela- 
tive to total trading on the New York 
Stock Exchange (see chart, p. 17), the 
short interest this year has been one of 
the lowest since the great bull market 
got underway in the early Fifties. 

Why should this worry the tech- 
nicians? Shares sold short are stock 
which the sellers hope to buy back 
at lower prices in the not too distant 
future. Does not the absence of short 
sellers, therefore, indicate an absence 
of pessimists? And isn’t an absence 
of pessimists bullish? Not so in the 
sometimes involved folklore of the 
market technicians. 

Potential Prop. There is good reason 
why technicians feel safer when there 
is a large relative short interest: 
short sellers establish a strong poten- 
tial prop against any decline. As the 
market starts to decline, the short 
sellers begin buying shares to “cover” 
their positions and bank their profits. 
This buying tends to slow or even 
stop the decline. Thus the higher the 
relative short interest, the stronger 
the potential prop. 

Even in the absence of a powerful 
short interest, however, few techni- 
cians were outright bears last month. 
Most of them felt that there are spe- 
cial factors that may count for the 
timidity of the shorts. One is the 
beating the shorts have been taking 
over most of the past decade. Fooled 
by the hesitation in early 1958, for 
example, many speculators sold short, 
pushing the short interest to a high 
level (see chart, p. 17) and preparing 
the ground for the great upsweep 
later in 1958 and through 1959. Having 
been badly burned then, many shorts 
are understandably hesitant to take 
another chance. 

Then, too, the market has failed to 
give the majority of shorts the kind 
of opportunity they like. “The average 
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NO PROP? 


Unlike most strong markets, 1961's rise has not been accompanied by a proportionately large short interest. To 
technicians, this means that the market lacks at least one prop against a possible decline. 
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short seller,” a well-known techni- 
cian points out, “sells only when the 
market is moving sideways.” 

Where's the Support? All of which 
is not enough by itself to turn any- 
body bearish. But the technicians, 
all the same, would like to see a 
bigger short interest, especially as 
protection in the event of some un- 
forseen development in Berlin or else- 
where. “If something turned the 
market bearish tomorrow,” says one 
analyst, “there would be a complete 
lack of technical support.” 


RAILROADS 


OUT OF THE 
WOODS? 


Pat McGinnis may be well 

out of the New Haven situa- 

tion, but he has troubles of 
his own further north. 


Time was when Patrick B. McGinnis, 
the flamboyant self-made Wall Street- 
er turned transportation expert, was 
probably the most publicized rail- 
roadman in the U.S.—having boldly, 
if somewhat lightly, set himself the 
formidable task of making the sick 
New Haven railroad turn a _ profit. 
With the New Haven now in bank- 
ruptey, McGinnis could well thank the 
turn of fortune which eased him out 
of the New Haven in 1956. 

But Pat McGinnis’ good fortune 
was only relative; at the throttle of 
the small Boston & Maine*, he has 
been fighting to keep the road on 
the solvent side of the ledger. 

Reprieve. Last month he won an at 


*Boston & Maine Railroad. Traded NYSE. 
Recent price: 5. Price range (1961): high, 
63g; low, 434. Dividend (1960): none. Indicat- 
ed 1961 payout: none. Earnings r share 
(1960): deficit. Total assets: $262.7 million. 
Ticker symbol: BMR. 


FORBES, SEPTEMBER 1, 1961 


least temporary reprieve. After turn- 
ing him down in July, the Interstate 
Commerce Commission reconsidered, 
decided after all to guarantee a re- 
payment of a $l-million loan to the 
B&M. With the money, McGinnis 
could replenish the B&M’s treasury 
sufficiently to get through at least a 
few more months. But it was a much 
chastened Pat McGinnis who heard 
the good news at his Boston office. 
“We're going to make it,” was all he 
would say, adding irritably: “I’m get- 
ting a little annoyed at the stories that 
we're in trouble.” 

Annoyed or not, McGinnis could 
hardly deny that the B&M had just 
had a close shave. The commission 
had rejected as insufficient McGinnis’ 
earlier offer to put up B&M bonds and 
other securities as collateral, had 
granted the loan only after McGinnis 
pledged to put up an additional $500,- 
000 in cash or U.S. Treasury bonds, 
payment to be made if and when the 
B&M disposes of its North Station 


BOSTON & MAINE’S PAT McGINNIS: 


industrial building in Boston. The 
First National City Bank of Boston 
then lent the B&M its $1 million. 

Cutting Losses. With the loan in his 
pocket, last month Pat McGinnis 
claimed he could see his way out of 
the Maine woods, despite a first-half 
deficit of $2.3 million against a 1960 
loss of only $78,000. He expected to cut 
passenger losses for 1961 to under $4 
million from $4.8 million last yea 
Having met over $2.4 million of long- 
term obligations on August 1, the BEM, 
McGinnis said, will not face another 
major demand until $1.2 million be- 
comes due on March 1, 1962. 

Be that as it may, the B&M'’s trou- 
bles are far from over. Pending before 
the ICC is an informal application to 
stretch out the maturity of $11 million 
of conditional sales contract which 
the B&M owes to 11 years from 
present remaining six years. And if 
he gets over that, McGinnis has a few 
more worries. Item: What happens 
when the ICC’s $1-million runs out? 


can he keep his road on the track to solvency? 
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MONEY 


NEW PLAYER 


With embarrassing ease. a 

rookie in the bond league 

beat giant Bank of America 
last month. 


In THE big league of high finance that 
is the municipal bond market, Bank 
of America National Trust and Sav- 
ings Association had been all but un- 
beatable in its own ball park. Nobody 
pitched more municipal bond issues at 
the money market than the state of 
California (some $2 billion in the past 
five years). And rarely had a team 
of visiting underwriters succeeded in 
beating out syndicates headed up by 
San Francisco-based Bank of America 
for that vast amount of business. In- 
deed, in recent years competitors quit 
playing altogether. Not since 1956 had 
any outside syndicate submitted so 
much as a bid on a California issue, 
much less bought one. 

Play Ball! Last month, however, a 
brash, hungry rookie with barely two 
years of seasoning decided to take on 
Bank of America. To the amazement 
of sophisticated spectators all over the 
country, the rookie, New York’s Wil- 
liam S. Morris, 45, made Bank of 
America look the old pro, slow of foot 
and breathing hard. In his bid, Morris 
and _ associate Thomas C. Plowden- 
Wardlaw set a price of 3.7544 ona 
$100-million school bond issue—a 
whopping big savings of $1.5 million 
over the 3.8601° bid that Bank of 
America made. The umpire in the 
game, State Treasurer Bert A. Betts, 
was unabashedly delighted. “I’m glad 
to see the competition,” said he after 
pronouncing Morris the winner. “This 


“NOVICE” MORRIS: 
no more walks to IBM 
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PLOW DEN-WARDLAW (L), BETTS (R) 


AND WELL-WISHER: 


for rookies, revenge; for old pros, defeat; for the umpire, a present 


should bring about a great change in 
bond financing for the state of Cali- 
fornia.” 

Betts’ joy was scarcely surprising. 
Since he became Governor Pat 
Brown’s treasurer in 1959, Betts had 
done more than talk about his dis- 
pleasure at the lack of competition for 
California’s bond business. Earlier this 
year, he abruptly withdrew a sched- 
uled issue, flatly declaring the price 
Bank of America had set was un- 
reasonably tough on the state. To en- 
courage rival bidders. Betts also made 
repeated trips to the East urging, with 
the zeal of a missionary, out-of-state 
moneymen to compete with Bank of 
America. Added bait: California law 
requires a maximum “good faith” cash 
deposit of just $100,000. Elsewhere, 
the cash needed to bid on a $100- 
million issue could have reached $2 
million. 

The very day Betts made the award 
last month happened also to be his 
birthday, his 38th, and Betts, there- 
fore, made the most of it. “The receipt 
of competitive bids and the resulting 
low interest cost,” said he, “comes as a 
present to the people of California as 
well as a birthday present to me as 
treasurer.” 

Sweeter Than Presents. To successful 
bidder Morris, the bond issue was 
sweeter than a gift. It was nothing less 
than revenge. A relative novice, Mor- 
ris has been in the bond business for 
himself only since 1959, after season- 
ing at Princeton (class of 1937), 
Equitable Life, the U.S. Army and 
First Boston Corp. Novice or no, Mor- 
ris had become miffed at the way 
Bank of America had treated his small 
firm when it came time to parcel out 
California offerings among syndicate 
members. Although his firm was real- 
ly small (estimated equity: $500,000), 


Morris felt that his role as a specialist 
in making a secondary market for 
California obligations entitled him to 
better breaks than he was getting. 
Thus, beating Bank of America was a 
special pleasure. 

There were, to be sure, more tangi- 
ble rewards. It would have been a 
hollow victory if, having bought the 
issue, Morris had been unable to re- 
sell it to investors at a profit. But sell 
it Morris did. Treasurer Betts had 
helped strengthen the market for his 
school bond issue by withdrawing two 
other bonds (a $100-million veterans 
bond and a $25-million construction 
issue). Without competition from 
these, Morris sold out the entire $100- 
million school bond issue within 48 
hours. His estimated underwriting 
profit: $1 million. 

New Props. Rookie Morris, more- 
over, made it look embarrassingly 
easy. In an age of million-dollar com- 
puters, all Morris had available to do 
arithmetic in his modest three-room 
suite at 37 Wall Street was a con- 
traption that had a passing resem- 
blance to a Rube Goldberg reject. A 
mathematics major at Princeton, Mor- 
ris had pieced the thing together from 
two $1,000 “do-it-yourself” computer 
kits. When he needed something bet- 
ter, he walked down the street to an 
IBM data processing center. 

But no sooner had he made a cool 
million in two days in crisp profes- 
sional style than Morris quickly set 
about gathering the status props of a 
big leaguer. The very day after suc- 
the California school bond 
issue was assured, Morris picked up 
an option he held to buy an IBM 1401 
all his own. He will house it in plush 
new quarters he will soon take over in 
Chase Manhattan’s gleaming sky- 
scraper a few blocks away. 


cess of 


FORBES, SEPTEMBER 1, 1961 





ELECTRICAL GOODS 





AT THE ZENITH AND ON THE SPOT 


In the business of making TV and radio sets, achiev- 
ing the No. One spot is tough enough. But staying 
there is even tougher. Having reached the top, can Zenith 
do what nobody else has ever done and stay there? 


WITH FORTUNATE COMPANIES, as with 
fortunate men, there comes a time 
when, somehow, everything they do 
seems irresistibly right, inevitably 
successful. In great men, it is the 
time which makes biographers de- 
clare, “He was at the height of his 
powers.” In important companies, it 
is that time which impresses Wall 
Street and galls competitors. In the 
triumphant flush of just such a time 
is Zenith Radio Corp.* 

In an industry where nobody di- 
vulges his own figures but everybody 
knows how the other guy is doing, 
Zenith is unanimously conceded to 
make more television sets than any- 
one else. For others, the No. One 
spot has proved to be a mixed and 
transient blessing at best. RCA, 
Admiral, Philco, General Electric—all 
have held plausible claims to the 
honor at one time or another. All 
have had it snatched away. Two 
other once strong contenders—West- 
inghouse and Sylvania (the latter 
now merged into General Telephone 
& Electronics)—are now far down the 
volume scale. 

The Knack. But Zenith has held the 
lead for three straight years now and 
has managed to do one other crucial 
thing besides. Zenith, thus far, has 
managed to combine huge volume and 
fat profits, a knack that previous title- 
holders seldom had. For the record 
shows that Zenith makes more money 


*Zenith Radio Corp. Traded NYSE. Recent 
price: 190. Price range (1961): high, 190: 
low, 9714. Dividend (1960): $2.75. Indicated 
1961 payout: $2.60. Earnings per share (1960) : 
an og ae assets: $117.3 million. Ticker sym- 
bol: : 


PRESIDENT WRIGHT: 


per dollar of sales and per dollar of 
invested capital than any other majo. 
set manufacturer in the business. 

In a mass-produced product, high 
volume would seem to be the obvious 
key to profits. But in the fiercely com- 
petitive TV business, it hasn’t always 
been so. All too often, manufacturers 
have had to cut prices and promote 
heavily in order to get the volume 
In effect, they have had to “buy” their 
sales. Being human, they also made 
mistakes, produced models the public 
simply wouldn’t buy. To get their 
distributors and dealers to push 
“sticky” merchandise, the setmakers 
have had to give them a good reason 
(e.g., fatter discounts). Zenith, too, 
has made mistakes. But to judge by 
their profits, they have made remark- 
ably few. 

The record also shows that Zenith 
has climbed to the top against im- 
pressive, almost forbidding, odds. In 
a nation that now boasts more TV 
sets than bathrooms, the market for 
new receivers had long since stopped 
growing by the time Zenith became 
a major factor in it. From an all- 
time peak of 7.8 million sets in 1955, 
industry production had dropped as 
low as 4.9 million units in 1958, was 
not expected to get much above 6 
million sets this year. 

Yet over the same period, Zenith’s 
production steadily grew, more than 
doubled in the past five years alone. 
In 1961, for the third year in a row, 
Zenith expects to ship over 1 million 
TV sets. Demand is such, according 
to some neutral dealers, that nearly 
one out of every five sets sold this 


CHAIRMAN ROBERTSON: 


year will be a Zenith. Says one com- 
petitor: “Since the market matured, 
I don’t think even RCA has had the 
market penetration Zenith now has.” 

The Irony of It All. It galls competi- 
tors—those with a sense of history 
but not of humor—that such suc- 
cess has fallen to a company whose 
founder at first thought commercial 
television would be a flop. “If you 
will go back and read the pronounce- 
ments of one Commander McDonald,” 
recalls RCA Sales Boss Wally Watts 
with a snort, “you will find he said 
TV was for the birds.” True enough, 
RCA had raced into set production 
after World War II, hotly pursued by 
most major radio manufacturers. But 
Commander Eugene F. McDonald, the 
volatile, opinionated mastermind of 
Zenith who joined the company in 
1921 and died just three years ago, 
had deliberately dragged his heels 
Zenith didn’t produce its first TV set 
until 1948. 

Yet Zenith, despite its tardy start 
and a shrinking market, fought its 
way to first place and has held it 
profitably. For this, and for many 
another reason, Zenith is perhaps the 
most grudgingly respected, roundly 
criticized and, in some places, heartily 
damned set manufacturer in the busi- 
ness. Says a New York retailer, one 
who hates all manufacturers: “It 
wouldn’t surprise me if their competi- 
tors ended their prayers each night 
with *... and may Zenith drop dead.’ ” 

What Recession? Zenith, as it hap- 
pens, has never looked better. Like 
everyone else in the industry, Zenith 
found consumers cautious earlier this 
year when the U.S. economy was just 
beginning to perk up after a mild re- 
cession. But unlike most others, 
Zenith was scarcely able to find any 
sign of it on the books at Chicago 
headquarters. At $117 million, its 
sales in the first six months were 
within 1% of the first-half record set 
just the year before. This at a time 
when so furious a promoter as Ad- 
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“Here we are making the most money and selling the most sets.” 
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GROWTH 
AGAINST ODDS 


Total industry sales of TV and radio 
receivers have declined since 1950, the 
all-time record year . 





800r- Millions of Dollars 


Total Industry 
Sales Volume 


=; feo 
STI Fado ss 


0 
1950 "51 ‘52 '53 "54 '55 '56 ‘57 ‘58 ‘59 ‘60 '61* 
Source: Electronic Industries Association 











Yet Zenith has sent its sales curve 
soaring by selling a steadily bigger 


share of the market 
— 





250 


» 


% 


Millions of Dollars 





s 


S. 


1950 "51 ‘52 '53 ‘54 ‘55 '56 ‘57 ‘58 '59 ‘60 '61* 
*FORBES Estimates 











miral was down 10% in sales, when 
fast-moving Motorola was down 12%. 

In profits, most major setmakers 
were hurt. Admiral reported first-half 
net down 25%. Motorola was off 53%. 
And ambitious, troubled Phileco was 
awash in red ink, reporting with a 
record loss of $4.4 million in their best 
first-half sales $196 million) since 1953. 

In gleaming contrast, Zenith profits 
came to $5.4 million, or $1.80 per 
new first-half record. The 
only other major setmaker happy with 
1961 so far was big, diversified RCA. 
Although over-all profits were down 
3° on a 2% rise in total sales in the 
first half, RCA said its consumer divi- 
sion was making its strongest profit 
showing in a decade. But Zenith, with 
the traditionally big second half still 
ahead, has a fair chance to equal or 
better the record $5.63 per share it 
earned in 1959. 

Like men at the height of their 
powers, Zenith directors last month 
confidently voted to increase the 
regular dividend from 40c to 50c 
quarterly. They also proposed a two- 
for-one stock split on the 3 million 
shares of Zenith common outstanding. 


share—a 


20 


This, after a two-for-one split in 1958, 
a three-for-one split in 1959. Im- 
pressed, investors confidently ran the 
price of “ZE” up $14 in a single trad- 
ing day on the New York Stock Ex- 
change. It helped bring Zenith to 
$190 late last month, a jump of 95% 
in value this year alone. As recently 
as 1958, a share of Zenith could have 
been picked up for $23. 

More Than One Reason. Wall Street, 
to be sure, was reacting to more than 
a dividend increase and the certainty 
of a stock split. There is a good deal 
in Zenith’s near-future prospects that 
looks more than ordinarily promising. 
For one thing, this just might be the 
year that color TV, a “wait-till-next- 
year” proposition for ever so long, 
finally got off the ground. One rea- 
son for the hope: Zenith has at last 
decided to get into it. After years 
of watching others lose money in it, 
Zenith this month starts to ship color 
sets. 

Even in good old radio, which has 
quietly been staging a nice comeback 
thanks to the increasing popularity 
of FM, there is a striking develop- 
ment: the introduction of stereo- 
phonic FM broadcasting. And here 
Zenith was clearly no laggard. The 
system picked by the Federal Com- 
munications Commission as the in- 
dustry standard is essentially the one 
Zenith proposed. (GE also claims to 
have pioneered a similar system.) 

And every passing minute brings 


Zenith that much closer to the day 
in late spring of 1962 when it will 
take the most exciting risk in its his- 
tory—the day Zenith and its partner, 


RKO General, transmit their first 
show through their “Phonevision” 
pay-TV system. For Zenith, the risk is 
sizable: a minimum of $15 million. 
The ultimate potential: fabulous. The 


CHECKING COLOR “CONVERGENCE”: 
up with Dinah Shore, down 


chances for realizing it: uncertain. 

What Glamour? For all this, Wall 
Street well knows that the heart of 
Zenith’s business now, and for some 
years to come, must be the sale of 
television and radio sets. (Zenith’s 
highly profitable hearing aid business 
adds only a few million dollars per 
year to total sales.) Nevertheless, at 
$190, Zenith now commands a price/- 
earnings ratio well in excess of 30 to 
1, a multiple ordinarily reserved for 
the “glamour” companies doing highly 
advanced work in the sophisticated 
end of the electronics business. 

This, too, galls competitors. Zenith, 
some will tell you at the mere men- 
tion of the name, is among the least 
impressive of companies as far as 
advancing “the state of the art” goes. 
Only in the last few years has Zenith 
been making any very strenuous 
efforts to do so. One result: a 
“pulsed” X-ray system that takes pic- 
tures with exposure times under one- 
millionth of a second, at intervals as 
short as 1/40,000 of a second. But 
except for the Korean War period, 
Zenith has traditionally shied away 
from low-margined defense work. 
And until recently, it has been quite 
apathetic about bidding for govern- 
ment research and development con- 
tracts on which progress in the elec- 
tronic arts so heavily depends. 

With equal fervor, some competi- 
tors feel that Zenith has been timid 
and unsophisticated even in its chosen 
field of consumer products. It is a 
carefully limited field. Unlike Ad- 
miral and Philco, for example, Zenith 
has never been tempted to spread its 
energies into laundry equipment, 
freezers and other “big ticket” items. 
Hence, Zenith has always been able 
to pour all of its talents into just 
radio and television. Clearly, how- 


with “The Price Is Right” 
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HAND WIRING STEREO/FM TUNERS: 
an abhorrence of the cheap 


ever, Zenith has seldom seemed a 
technical daredevil. “They were late 
getting into television,” says the vice 
president of one major competitor 
scornfully, “because McDonald was 
afraid he would lose the good thing 
he had in radio. Once in television, 
he was the last to give up the round 
tube. McDonald is dead three years 
now, but Zenith is no different. They 
still haven’t given up the hand-wired 
chassis although printed circuits are 
all right. And now they are almost 
dead last getting into color.” 

No Argument. Except to defend 
Zenith’s motives, there is scarcely a 
man at Chicago headquarters who 
would take offense at a single word 
of such criticism. Indeed, except for 
the tone of voice, it sounds like any 
Zenith executive explaining the com- 
pany’s secret of success. A staunch 
conservative in every respect, Mc- 
Donald was a shrewd judge of when 
to stand pat, when to change. His 
approach to the business is neatly 
summed up in a trite couplet that 
hangs on a walnut paneled wall in 
Chicago: “Be not the first by whom 
the new is tried/Nor yet the last to 
lay the old aside.” 

To a tall, white-haired and impres- 
sively energetic man of 74 named 
Hugh Robertson, that is the only sen- 
sible way to run a business. As chair- 
man and chief executive officer of 
Zenith, Robertson finds a delicious 
irony in Zenith’s caution and the suc- 
cess it has brought. “When the Com- 
mander was alive,” he recalled with 
a grin last month, “he said he didn’t 
want to make the most sets, just the 
most money. So here we are, mak- 
ing the most money and selling the 
most sets.” 

Robertson and the men who sur- 
round him insist that Zenith has 
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reached the top of the TV business by 
making virtues out of what their 
critics have called faults. “One of 
the things we pride ourselves on is 
our timing,” says President Joseph S. 
Wright, a trim, handsome lawyer, 50, 
who was recommended to McDonald 
by Senator Burton K. Wheeler, in 
whose law office Wright worked be- 
fore World War II. “When the in- 
dustry first introduced its rectangular 
110° tube, we thought there were 
going to be serious field problems. 
There were. We thought it was going 
to raise the cost $6 per set. It did. By 
holding off a while, we kept our qual- 
ity up and, we also got a cost ad- 
vantage. We stayed out of printed 
circuits for good reason. They were 
all right in small radios, but when you 
hung a lot of components on them, 
you got service problems.” 

As a result of that decision alone, 
Zenith earned the gratitude of thou- 
sands of TV repairmen who were 
slow to learn the mysteries of printed 
circuit repair. Some of them even 
hung signs in their shop windows 
urging the public to choose hand- 
wired circuits if they wanted to keep 
repair bills down. By that time, most 
of the majors had already gone to 
printed circuits. Most, but not Zenith. 
And Zenith wasted no time adver- 
tising that fact. Even rivals concede 
that Zenith exploited that opportunity 
shrewdly. “They were right to hold 
back on the printed circuit when they 
did,” says Robert Galvin, president 
of Motorola. “And it was smart mer- 
chandising to advertise the difference 
the way they did.” 

The ‘Portable’ Gimmick. It cannot 
be claimed, however, that Zenith got 
its quality reputation on shrewd cau- 
tion alone. The entire industry re- 
members—to its horror—the year 


1955, when mighty General Electric 
descended upon an already depressed 
industry with a 14-inch “portable” set 
priced to sell at $99.95. Dealers at 
the time were already panting, run- 
ning the treadmill of bigger unit vol- 
ume, lower profits. 

At Zenith headquarters last month, 
Marketing Vice Persident Leonard 
C. Truesdell’s normally ruddy face 
turned even redder at the memory of 
it. To him and others in the industry, 
GE’s move was a bald, bold attempt 
to take over volume leadership. “They 
didn’t set out to make a ‘portable’ 
set,” Truesdell heatedly insisted. 
“They set out to make the cheapest 
set they could find. Then the mer- 
chandising boys looked at what the 
design boys had come up with. They 
put the ‘portable’ gimmick on it.” 

The industry had a choice to make 

either meet GE’s price or else risk 
letting GE “buy” the business. Many 
a competitor chose to meet GE’s price 
Zenith chose not to. “We had a port- 
able,” says Truesdell, “that sold fo 
$149 at the time. We brought the 
price down to $129, but we stopped 
there. Even at that, we were 30° 
above the competition. We figured 
that portables were ‘second set’ busi- 
ness, that the public would recognize 
a good set when they saw one. We 
decided to sell quality and we suc- 
ceeded. The cheap sets just didn’t 
perform like ours.” 

Certainly Zenith’s decision did not 
harm its standing with dealers—who 
made very little if anything on GE’s 
$99 set. More than one dealer began 
confiding to customers: “Me? I've got 
a Zenith in my house.” 

A Turning Wheel. Zenith’s “port- 
able” policy certainly helped put 
Zenith on top. But, as Philco Vice 
President Lawrence F. Hardy, a 








“DECODED” AND “CODED” PICTURES BY PHONEVISION: 


“$1 apiece 


. . - $50 million per week” 





searred veteran of the TV set wars, 
contends, no company can stay No. 
One for very long. “This business is 
like a turning wheel,” says he. 
“Sometimes the wheel turns quickly, 
sometimes very slowly. But just as 
sure as you're born, someone will 
come along to displace Zenith.” 

With Zenith at the top for three 
years, the wheel has been turning 
slowly indeed, almost imperceptibly. 
But some claim it has been turning 
all the same. “In pursuit of volume,” 
says Motorola’s Ed Taylor, “Zenith 
has picked up too much exposure, too 
many dealers. Now Zenith is becom- 
ing the $5 item in the store.” Some 
dealers tell the same tale. “They've 
maintained the quality image up to 
now,” says bushy-browed Gerald 
Kaye, the powerful merchandiser who 
runs New York’s big Friendly Frost 
chain. “But how long can you main- 
tain that image selling a million sets 
a year? For dealers, the margin on 
Zenith is tightening. It’s becoming a 
$5 item and they’re beginning to steer 
customers’ away from it.” 

“Hey, How Much. .. ?” The path a 
TV set follows in its descent to a $5 
item is well known to dealers. A 
customer comes in—but just inside 
the door—and asks: “Hey, how much 
do you want for a Fistaris X-204?” 
When a dealer gets a customer spout- 
ing a model number, he jumps to two 
discouraging conclusions. First, the 
customer can’t be steered to anything 
carrying a better profit margin. Sec- 
ond, the customer has asked other 
dealers the same question and is play- 
ing one off against another for a price. 
When this occurs too often on the 
same make, the pressure to abandon 
the manufacturer’s “suggested retail 
price” becomes all but irresistible 
The retail margin shrinks. The dealer 
becomes sour on the line. Zenith, 
having brilliantly exploited this very 
state of affairs itself, well knows the 
dangers involved. 

Rare is the setmaker with national 
distribution who doesn’t face the 
same problem. One such rare excep- 
tion is Magnavox. President Frank 
Freimann sells his relatively high- 
priced line directly to franchised 
dealers, with no distributors in be- 
tween. Thus, Freimann can precisely 
control the amount of retail exposure 
he gets. By cutting out the middle- 
man, moreover, Freimann keeps part 
of the normal distributor’s profit (8° 
to 10%), passes on the rest to his 
dealers, thus getting the dealers to 
push Magnavox sets all the harder. 
This helps explain why Magnavox, 
although deriving more than one- 
third of its sales volume from low- 
margined defense work, was, never- 


theless, able to show a 5.2% return 


on sales last year, second only to 
Zenith. It helps explain, too, why 
Magnavox is the only TV setmaker 
of any size besides Zenith reporting 
better total profits so far this year. 
But Magnavox’ direct-to-dealer 
approach, adequate for a volume of 
say, 225,000 sets per year, would be 
an economic absurdity for 1-million- 
set maker Zenith and major competi- 
tors. “It isn’t legal or practical for us 
to control the number of dealers we 
have,” says President Joe Wright. “If 
a dealer is going to settle for $5 over 
the invoice, there is nothing we can 
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Among TV and radio manufacturers, 
nobody relies on the consumer more 
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do about it. You can’t distribute 
Magnavox’ way and get volume, too.” 

“Pre-Sold!’’ The question, then, is 
whether Zenith can continue to get 
volume, dealer loyalty and profits to 
boot. As of last month, the men who 
walk in McDonald’s footsteps saw no 
reason why they couldn’t. They cer- 
tainly didn’t feel their retail dealers 
had any kick coming when cus- 
tomers came in with a Zenith model 
number on their lips. “The man 
comes in pre-sold. Pre-sold!’” says 
Zenith Executive Vice President Sam 
Kaplan. “This is the pinnacle of our 
business, the very goal of our adver- 


tising and merchandising. A cus- 
tomer comes in wanting to buy, not 
a television set, but a Zenith. If an- 
other dealer comes down in price, how 
can dealers blame the manufacturer?” 
Adds President Wright: “We’ve made 
no change in our principles, only in 
our market position. “I don’t see why 
those same principles won’t work for 
us as No. One.” 

Telltales. The principles, if that is 
the correct term, have turned out to 
be wonderfully profitable ones. For 
the past three years Zenith has pro- 
duced 1 million black & white TV sets 
and has shown a fat after-tax re- 
turn of 6% on sales each year. Re- 
turn on invested capital has looked 
even better. The red brick buildings 
in northwest Chicago that enclose 
most of Zenith’s 2 million square feet 
of manufacturing space have long 
since been written down on the books 
below their real value. On its actual 
business investment, Zenith last year 
earned something like 17%. “We 
carry plant and equipment at $14 
million,” Robertson points out, “but 
we insure it for $35 million.” 

If, as competitors claim, Zenith’s 
margins are being squeezed at the 
dealer level, the squeeze should soon 
be felt by Zenith itself. If Zenith can’t 
keep its volume high and its profits 
fat, there should be telltale signs 
clearly displayed in its earnings re- 
ports. So far there have been none. 

The year coming up will, to be sure, 
provide a stiff challenge. First, there 
is Zenith’s plunge, at long last, into 
color television. And color, even at 
this stage of the game, still seems 
fairly easy to resist. Zenith and others 
freely concede that there has been 
no “breakthrough” in the cost of sets. 
Nor has there been any dramatic im- 
provement in the quality. (Just about 
all makes will use RCA’s picture tube 
and yoke and RCA receiving tubes, 
at least for the time being.) 

As for simplicity, it is no longer 
true, as GE Chairman Ralph Cordiner 
once said, that “if you have a color 
set, you've almost got to have an engi- 
neer living in the house.” But the 
sets still come with a lot of knobs, 
and the knobs are still needed. The 
quality of color programs themselves 
is appallingly uneven. Dealers love 
Dinah Shore for demonstrating a 
color set, hate “The Price Is Right.” 

How’s the Timing? Why, then, did 
Zenith choose this year to get in? 
Why not last year? Why not next 
year? Chairman Robertson’s reply is 
disarmingly simple. “This,” says he 
flatly, “is the opportune time. The 
market has now developed enough.” 

Robertson is by no means alone in 
that view. In addition to RCA, which 
has been turning out color sets since 
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1954 and has lost an absolute mini- 
mum of $130 million in developing the 
market, Zenith will be fighting almost 
every other setmaker of any size. The 
only notable exceptions: Motorola 
and Westinghouse, both of whom were 
in color for a while, took a bath in 
red ink, withdrew and are now bid- 
ing their time. The color market, 
although clearly growing, is still rela- 
tively small. Experts think that RCA 
has done well if it has sold 800,000 
color sets in eight years of trying. 
They think that even in 1961 RCA’s 
production will fall well short of 200,- 
000 units. 

Gains & Losses. But RCA now claims 
to be making money on color sets 
for the third straight year. “T’ll say 
more,” says RCA’s Wally Watts. “We 
now make a bigger profit per dollar 
of sales on color than we do on black 
& white.” Characteristically, Zenith 
sees no reason why it can’t do the 
same in time. “I hope we can pro- 
duce 100,000 sets in 1962,” says 
Robertson. At an average price to 
the dealer of $350 to $375, more than 
double the black & white price, this 
could give a healthy jolt to Zenith 
sales. This will not be all gain, to 
be sure. “Every color set we sell,” 
Robertson points out, “may be one 
less black & white we'll sell.” But 
he also insists it won’t be all loss 
either. “We're certainly going to get 
our overhead and tooling costs out of 
it the first year,” says he. “If we do 
that, we'll be making more on our 
black & white sets because color will 
be absorbing some of the existing 
overhead.” 

Another sales boost may come from 
stereophonic FM. As in color, you 
can get an argument over how big, 
how soon, this market will develop. 
Joe Wright believes stereo/FM is “the 
biggest thing since television.” But 
it is also the only thing since tele- 
vision, and not an entirely new one 
at that. Thus, other manufacturers 
look for pleasantly steady, rather than 
furiously fast, sales growth. 

“Cheap & Dirty?’ However big the 
market gets, Zenith is tackling the job 
of getting its share in its own way. 
Almost all of its competitors will be 
introducing not only new stereo re- 
ceivers, but “adapters” as well. The 
adapters, some selling for as little as 
$8, can be jacked into suitable FM 
rece'vers to pick up a signal from a 
stereu FM station and channel it into 
two speakers for a true “stereo effect.” 
Zenith, however, wants nothing to do 
with adapters. It will only make a 
complete FM set equipped for stereo 
reception to sell at the store for about 
$40 more per unit than equivalent 
Zenith sets without stereo reception. 
To Zenith, rightly or wrongly, the 
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adapter is the “cheap and dirty route” 
it feels the industry so often takes. 
“History is going to repeat,” says 
sales boss Truesdell. “In the first 
bloom of stereo/FM, there will be a 
lot of cheap products and everyone 
will make some money on them. But 
a lot of these adapters will be in- 
adequate. Then Zenith will move in 
front, as usual.” 

It is possible that at some future 
time, perhaps ten years from now, 
Zenith stockholders will look back 
upon such things as the move into 
color TV and stereo/FM as small 
potatoes compared with the profit po- 
tential of Zenith’s “Phonevision” sys- 
tem of pay-TV.* Beyond question, it 
represents the biggest single capital 
risk Zenith has ever taken. “If this 
thing doesn’t work out,” says Joe 
Wright, “our exposure can’t possibly 
be less than $15 million.” 

“If’ Money. If Phonevision should 








Reception for the New Baby 











© 1958, New York Herald Tribune Inc 


work out, the arithmetic is breath- 
taking. “If people are interested in 
pay-TV at all,” reasons Sam Kaplan, 
“it will be a substantial majority of 
people. In ten years, it’s estimated 
there will be 55 million homes in the 
U.S. But suppose less than half of 
them, 25 million, subscribe to Phone- 
vision. How many shows at, say, $1 
apiece would they see in a week, two? 
Figure it out: $2 from 25 million 
homes is $50 million per week!” And 
$50 million per week, Kaplan might 
have added, comes to $2.6 billion per 
year. 

Under the terms of its agreement 


*Technically, there are two different ap- 
proaches to pay-TV. Zenith’s Phonevision 
sends ccte over existing TV channels by 
means of a “scrambled” or coded signal 
which can only be unscrambled by subscrib- 
ers using a Phonevision decoder. The other 
approach (favored by Paramount Pictures, 
among others) sends programs through a 
closed circuit by means of telephone lines or 
specially installed wires. 





with RKO General, the subsidiary of 
General Tire & Rubber which is un- 
derwriting the heavy programming 
and transmission costs, Zenith would 
get only a small share of these operat- 
ing revenues. But as the inventor of 
the encoding equipment which scram- 
bles the signal at the TV studio and 
of the decoding gear which unscram- 
bles the signal in the home receiver, 
Zenith believes it can make big money 
turning out the hardware. “The 
proper thing for us to do if this thing 
works out,” says Kaplan, “is to have 
other manufacturers produce de- 
coders on license. We couldn’t handle 
all the business ourselves.” 

What, actually, are Phonevision’s 
chances? Zenith believes that tech- 
nically the system is ready. When the 
three-year market test opens in 
Hartford, Conn., next spring, sub- 
scribers will get their bills from an 
automatically printed tape in the de- 
coder and mail it in with their checks. 
Central office work will be so highly 
automated that Zenith will even know 
when to send subscribers a new roll 
of tape. 

The Profit of Doom. But other prob- 
lems remain. There is the chance that 
closed-circuit systems of pay-TV, 
which have far fewer problems with 
government regulatory agencies, could 
move into new markets ahead of 
Zenith. And opposition is still for- 
midable from the commercial net- 
works. “Pay television,’ prophesied 
Leonard H. Goldenson, president of 
American Broadcasting-Paramount 
Theatres, Inc., “will mean the de- 
struction of free television.” 

Networks, however, are taking the 
threat of pay-TV more seriously than 
ever before. “Never mind the theater 
and the concerts and the Leland Hay- 
ward spectaculars that Phonevision is 
promising,” says one RCA vice presi- 
dent. “If they can land the really 
major sporting events, like the World 
Series, they may make a go of it. If 
they do, then I guess we'd have no 
choice but to try to get in on it.” 

Thus, the only other problem con- 
fronting Phonevision appears to be 
the only one that matters: based on 
the kind of programming it can pro- 
vide, will the public buy it? “That,” 
says Joe Wright, “is what we're going 
into Hartford to find out.” 

The Final trony. If Phonevision 
should succeed, that will be the final 
irony for the rest of the industry. 
Zenith first looked into the pay-TV 
business because Commander Mc- 
Donald was convinced that it was the 
only way television could find a large 
enough market. If Phonevision should 
now come into its own after all that 
has gone before, Zenith will make a 
lot of money right after having made 
a lot of money being dead wrong. 
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Champion Spark Plug is not 
taking the loss of its Ford 
business lying down. 


THE LONGER a marriage, the deeper the 
sears left by a divorce. And only last 
month was it beginning to be possi- 
ble to estimate the full potential im- 
pact on Toledo’s medium-sized ($89.4- 
million assets) Champion Spark Plug 
Co.* of its sudden break with Ford 
Motor Co. last April, when Ford 
snapped up Electric Autolite’s spark 
plug business and entered the field 
itself. 

Not that highly profitable Cham- 
pion (since 1954, operating income has 
averaged over a third of sales) was 
yet feeling any serious competitive 
pressure from the Ford move: first- 
half 1961 earnings, announced Presi- 
dent Robert A. Stranahan Jr., were a 
creditable $1.27 a share, exceeded in 
company history only in the first half 
of 1960. But a series of consequences 
—part favorable, part unfavorable— 
was nonetheless perceptible. 

Sell Less, Keep More. For one thing, 
while the company does not reveal 
interim sales figures, sales for 1961’s 
first half were undoubtedly down a 
bit from last year’s record $50.9 mil- 
lion. “In the first half of 1960,” ex- 
plains Champion’s veteran Treasurer 
Howard B. Speyer, “Ford’s replace- 
ment purchases were abnormally large 
—though at the time we didn’t recog- 


*Champion Spark Plug Co. Traded NYSE. 
Recent price: 4414. Price range (1961): high, 
50%,; low, 3934. Dividend (1 ): $1.80. Indi- 
cated 1961 aero: $1.80. Earnings per share 
(1960): $2.76. Total assets: $89.4 million. 
Ticker symbol: CHM. 


SETTING SPARK PLUG GAPS: 


24 


nize them as being abnormal. When 
the Autolite announcement was made, 
we, of course, had no desire to keep 
on supplying them, and the new busi- 
ness we will be getting from Chrys- 
ler won't be starting up until the 
middle of September.” 

On the other hand, the loss of 
Ford’s original-equipment business 
could give Champion’s margins a bit 
of a lift. A spark plug maker like 
Champion finds it worthwhile almost 
to give away his original-equipment 
plugs in the hope of strengthening 
his position in the replacement mar- 
ket—where the big profits are. The 
replacement market was what Ford 
was after when it bought Electric 
Autolite’s spark plug facilities. Cham- 
pion used to bill its original-equip- 
ment plugs to Ford at a nominal fig- 
ure of some 6 cents each, vs. a retail 
replacement price of about $1. 

The end of the almost profitless 
sales of original equipment to Ford 
will therefore improve Champion’s 
sales mix. The new Chrysler volume, 
which will run about a third of that 
with Ford, will offset these higher 
margins only in part. 

Ruffied Feelings, The crucial ques- 
tion for Champion is how much Ford’s 
new go-it-alone policy will cut in on 
Champion’s well-entrenched position 
in the automotive aftermarket. And 
here the sense of outrage that even 
the most equable Champion officials 
feel toward Ford could play an im- 
portant role. “Despite the fact that 
we have worked closely with Ford 
for over 50 years and have had an un- 
paralleled relationship with them,” 
said President Stranahan with asper- 
ity, “we were given no indication that 
such a change was contemplated.” 

In this setting, there is no question 
of Champion’s determination to fight 


the price is small but stakes are big 


Ford tooth-and-nail for every inch of 
the Ford replacement market. If 
Champion can keep a good part of it, 
then it will not much miss the Ford 
original-equipment business. “We 
know that Ford will sell some Autolite 
replacement plugs,” conceded Treas- 
urer Speyer, “but where Champion 
was never able to get all the Ford re- 
placement business, you can be sure 
that Ford won’t be able to do it with 
the Autolite brand.” 

All of which seemed to indicate 
that a rough fight is shaping up. For 
Ford will benefit little from its move 
unless it can cut heavily into Cham- 
pion’s replacement business. Says 
Champion’s Speyer grimly: “We'll 
give ’em a hell of a ride.” 


NATURAL GAS 


TABLES TURNED 


The pipeline outfits were 

long Wall Street’s favorites 

among the gas companies. 

But now the tables have 
turned. 





LAST MONTH the U.S.’ vast natural gas 
industry announced that it was 
spending more money for expansion 
this year than in any other year on 
record. Total capital outlays, an- 
nounced the American Gas Associa- 
tion, would hit a record $1.93 billion, 
comfortably higher than 1960’s $1.85 
billion. But beneath these seemingly 
comforting figures there lay thinly 
disguised a very basic and far-reach- 
ing change which is affecting the 
entire industry. 

Since it first announced its 1961- 
1963 estimates last fall, the AGA had 
pared some $400 million from its esti- 
mates for spending on new pipelines; 
it added nearly $200 million to its 
estimates for distribution company 
outlays. To thoughtful gasmen this 
was a highly significant shift. 

“The long-distance transmission 
companies,” explains utility analyst 
Kenneth Hollister of Carl M. Loeb, 
Rhoades & Co., “have essentially satu- 
rated their market, except for an oc- 
casional pocket. Florida, the last real 
virgin territory, was annexed in mid- 
1959 by the Houston Corp.” 

Now, says Hollister, it is the dis- 
tribution companies’ turn. “The dis- 
tribution companies,” says he, “didn’t 
have to spend too much money to 
convert from manufactured gas to 
natural. But their spending is rising 
now for several reasons, such as ex- 
tension of service to areas not now 
covered, extension to new groups of 
homes and extension to new indus- 
trial users.” 
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Hollister, in common with most 
other observers, has thus concluded 
that the future looks considerably 
brighter for such distribution com- 
panies as Columbia Gas, Consolidated 
Natural Gas and Pacific Lighting, than 
for such pipeline companies as Ten- 
nessee Gas Transmission, Texas East- 
tern and El Paso Natural Gas. 

This conclusion had one potent, if 
collectively anonymous, supporter last 
month—the market. Where less than 
18 months ago the yields from pipe- 
line and distribution company stocks 
were identical, last month pipeline 
stocks were yielding over a full per- 
centage point more—4.5% vs. 3.1%. 


FOOD 


EXPECT 
NO MIRACLES! 


In spite of its recent sharp 
pickup, United Fruit has a 
word of caution for its stock- 
holders: don’t expect too 


much, too soon. 


AFTER an almost unbroken decade of 
bad news, United Fruit Co.* finally 
has put together a full summer’s 
worth of good news for its share- 
holders. In July, on the heels of a 
loss in 1960’s second half and only 
2c a share profit in 1961’s first quar- 
ter, the company reported earnings 
of 74c a share for the June quarter. 
That was Unifruit’s best three-month 
performance in three years. 

Last month, there was more good 
news. At a time when banana 
prices traditionally hit their lows, 
quality control problems of rival 
Ecuadorean producers were keeping 
their shipments to the U.S. low. Re- 
sult: the average price of the fruit 
was holding at better than 5 cents a 
pound, a full 50% higher than the 
19-year low of 3.4c reached in 
August 1960. 

Thin Half? But instead of trum- 
peting his summer tidings, United 
Fruit President Thomas E. Sunder- 
land somberly warns against prema- 
ture optimism. “My own feeling,” 
says he flatly, “is that the second half 
will be a thin one.” 

Sunderland’s caution is well- 
founded. To be sure, Unifruit has 
made at least one promising move 
toward diversification. It has entered 
the infant, but growing, freeze-drying 


*United Fruit Co. Traded NYSE. Recent 
price: 2744. Price range (1961): high, 2914; 
low, 1714. Dividend (1960): 75c. Indicated 
1961 payout: 75c. Earnings per share (1960) 
25c otal assets: $337.6 million. Ticker sym- 
bol: UF 
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field through the acquisition in 1960 
of Liana, Inc. But it will be some 
time before Liana, now selling 
its specially-processed shrimp and 
chicken to institutional customers, 
will make a significant contribution to 
company earnings. 

Meanwhile, President Sunderland 
must live with the fact that 75% of 
his company’s revenues come directly 
or indirectly from bananas. United 
Fruit, therefore, is in the banana 
business to stay, and the banana 
business isn’t what it used to be (see 
chart). Costs have soared while gen- 
erally increased independent (i.e., 


SLIPPING BANANA 


In the past decade, narrowing mar- 
gins have squeezed most of the profit 
out of bananas for United Fruit... 
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... This together with political troubles 
in Central America has forced the 
company to write down its huge 
investments in banana and sugar 
properties. 
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non-UF) production has collapsed a 
once-stable price structure and made 
bananas just another of the world’s 
commodities in basic oversupply. 
Thus, Unifruit’s problem, in its sim- 
plest form, is to produce bananas for 
less or sell them for more. 
Sunderland thinks he can do both. 
He is attacking costs on all fronts. To 
combat such ravages of nature as in- 
curable Panama disease, United Fruit 
scientists have developed new dis- 
ease-resistant trees. But it will be at 
least three years before enough of 


the new seeds are available for Uni- 
fruit to consider bringing back into 
production the infested, high-cost 
lands now lying fallow. UF is also 
using a new spray which does not 
lower weight per stem the way the 
old oil solution did. 

leaving the Land. More basically, 
UF is expanding its “associate pro- 
ducer” program whereby the com- 
pany sells or leases land to individual 
owners, supplies them with technical 
know-how and contracts to take their 
production. Chief advantages: end- 
ing the political threat of land expro- 
priation and unloading the workers’ 
houses, schools and hospitals the 
company’s old paternalism called for. 

“Associate producers” now work 
all of Unifruit’s former holdings in 
Colombia, the Dominican Republic 
and Ecuador. The company now 
grows only about 65% of its bananas 
itself. Still, it will be many years 
before the system can be applied to 
all banana properties. For one thing, 
not all Latin American governments, 
despite their commitment to land re- 
form, like United Fruit’s getting out 
of the welfare business. For another, 
says Tom Sunderland, “There’s no 
point in setting up an associate pro- 
ducer on land we can’t cultivate 
profitably ourselves.” 

But the biggest change of all has 
been boxing the bananas in the tropics 
instead of shipping them by the stem. 
The technique was started a year ago 
as the solution to getting the brittle- 
stalked new variety of banana to 
market. Although still on an experi- 
mental basis, boxing has turned out 
to have merchandising advantages. 
United Fruit can now label its best 
bananas in hopes of developing con- 
sumer brand loyalty and, possibly, a 
higher price. 

And the price wouldn’t have to be 
too much higher. “Bananas usually 
range in price from 9c-19c a pound 
at retail,” says Sunderland. “We sell 
over 3 billion pounds a year. If by 
boxing and new sales_ techniques 
we’re able consistently to get just 1c 
a pound more, that’s $30 million a 
year or about 10° of sales.” 

Penny Pusher. To help him push for 
that sales penny, Sunderland early 
this year brought to Unifruit’s Boston 
headquarters John M. Foxt, ebullient 
head of orange-squeezing Minute 
Maid before it merged with Coca 
Cola. Jack Fox, who typically starts 
off conversations with strangers by 
asking “What does Chiquita Banana 
mean to you?,” 
again UF's 
trademark. “I 


is all set to trot out 
flat-chested, 
don't 


hipless 


know whether 


tNot to be confused with Boston's other 
John Fox, former publisher of the now- 
defunct Boston Post 





it’s a good name,” says he, “but it’s 
the only name for bananas.” He is 
anxious, however, not to launch his 
campaign prematurely, before the 
company sets up its selecting, grad- 
ing and marking program. Here 
again, boxing is the key, and Fox and 
Sunderland frankly admit they will 
not really know if the new technique 
is an economic success until 1962. 

Not before then will Sunderland 
consider talking about a permanent 
change for the better in United 
Fruit’s fortunes. Says Tom Sunder- 
land, former vice president and gen- 
eral counsel of Standard Oil of In- 
diana: “When I came here 20 months 
ago, I thought the turn-around job 
would take several years. Nothing 
has happened so far to change that 
opinion.” 


DEFENSE CONTRACTORS 


PROFITABLE 
PLAIN JANE 


There is not much glamour 

being a hardware dealer for 

the space age, but Northrop’s 

profits are among the best in 

defense contracting, all the 
same. 





Every schoolboy knows the glamour- 
ous names of the space age: Martin’s 
Titan, the Douglas Skybolt, Lock- 


heed’s Polaris, the Boeing 707 jet- © 


liner. Against such heavily head- 
lined Olympians, Northrop Corp.’s* 
largest prime defense contract (for 
the Air Force’s T-38 jet trainer) 
looks very drab indeed. On the sur- 
face, in fact, the most glamorous thing 
about Northrop these days is its 
fancy home address: 9744 Wilshire 
Boulevard, Beverly Hills, Calif. 
Where It Counts. But being the Plain 
Jane of aerospace is no problem to 
Northrop’s president, 41-year-old ex- 
aeronautics professor Thomas  V. 
Jones. He has a compelling reason 
not to care: unglamourous Northrop 
is producing some of the best profits 
in aerospace defense contracting. For 
the year ended July 31, Northrop’s 
sales of $264 million (up 13% from fis- 
cal 1960) produced $8.7 million in net 
income. In a traditionally low-profit 
industry, Northrop, for the second 
year in a row, turned a neat 3.3 cents 
profit on each dollar of sales, against 
an industry average of less than 2c. 
In 1960, when other space contractors’ 


*Northrop Corp. Traded NYSE. Recent 
press: 60. Price mage (1961): high, 673; 
ow, 4145. Dividend (fiscal 1961): $1.60. Indi- 
cated fiscal 1962 payout: $1.60. Earnings per 
share (fiscal 1961): $4.22. Total assets: $96 
million, Ticker symbol: NOC. 
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EYE ON 
PROFITS 


Northrop President Thomas Jones has 
insisted on profitability all along the 
line as he overhauled the company’s 
air and space program. Though sales 
are still well under the 1956 peak 
despite a 13% increase in fiscal 1961), 


net income has risen steadily 
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profit margins averaged only 1.42%, 
Northrop’s margin was 3.3%. This is 
quite a turnabout for Northrop. As 
recently as 1956, the company was 
getting a return of only 1.5c on a 
sales dollar. 

Northrop’s Jones has managed all 
this with a minimum of fanfare. Nor- 
throp ranks 12th by assets among air- 
craft companies, but was no higher 
than 25th on the list of research, de- 
velopment and test awards from the 
Government in 1960. Moreover, 
Northrop was not on the list at all of 
the top 25 prime contract awards 
last year. 

The fact is that Northrop deliber- 
ately keeps away from the potentially 
ruinous risks that go with being a 
big prime contractor. This policy is 
one of the major changes Jones has 
wrought: Northrop formerly operated 
quite differently. In 1956 (when sales 
hit a peak of $322 million), it got all 
of its business from just three proj- 
ects: the F-89 interceptor airplane, 
the Snark intercontinental missile and 
drone target missiles. 

Jones, when he was chief of long- 
range planning, foresaw the end of 
the F-89 and Snark programs, knew 
Northrop was headed for trouble “if 


we continued to pile all of our risks 
in the same big heaps.” 

No Weak Sisters. The way out to 
Jones lay in subcontracting. Thus, 
for very little capital risk of its own 
on any single project, Northrop can 
and does make healthy subcontract- 
ing profits from Martin’s Titan, 
Douglas’ Skybolt and Boeing’s 707. 
Instead of relying on three or four big 
projects, as the company once did, 
Northrop now has at least 70 aero- 
space programs going, and only a 
handful (mainly self-financed R&D 
programs) are not producing a profit. 
So, while it is true that the T-38 ac- 
counted for 20% (or $53 million) of 
Northrop’s sales in fiscal 1961 and the 
Skybolt brought in another $48 mil- 
lion, Jones is not alarmingly depend- 
ent on either one. He has nine other 
projects that can produce more than 
$10 million in revenues a year. 

How does Jones juggle 70 programs 
and come up with just about the best 
profits in the industry? “Perform- 
ance,” says Jones, “is the key to our 
whole operation.” This means that 
Northrop, in fiscal 1961, hit the mark 
on quality and on cost estimates a 
phenomenal 95% of the time. For one 
six-month stretch, it hit the mark 
100% of the time on the 50 contracts 
it was handling. The rest of the de- 
fense contracting industry does not 
do nearly so well in meeting time, 
cost and quality requirements. 

This is not to say that Jones will 
not take a well-calculated gamble 
from time to time. When Boeing 
sought out Northrop to make fuse- 
lage sections for the 707, Northrop 
took the contract knowing it was go- 
ing to lose money for awhile. “Bill 
Allen (Boeing’s president) drives a 
hard bargain,” says Jones, “but we 
made up for it as we went along.” 

Northrop’s scramble as a subcon- 
tractor has led Jones’ production and 
research crews into a wide variety of 
activity. The company builds guid- 
ance systems for the Skybolt, an air- 
frame for the Hawk missile, a land- 
ing system for the Mercury space 
capsule. Northrop is even (with $20 
million to $30 million in Air Force 
money) investigating the theory that 
airplanes may be able to fly faster 
if they have slots placed in them 
at strategic locations. 

Not very glamourous work, any of 
it; not when the ultimate rocket’s roar 
may be someone else’s pride and 
glory. But Northrop’s current pos- 
ture is deliberate, calculated to the 
smallest gyroscope in its workshop. 

Being a hardware dealer to the 
aerospace industry is not without its 
prestigious—as well as profitable—re- 
sults. “Hardly a thing,” says Jones, 
“goes into space these days without 
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something from Northrop aboard.” As 
for the once-lowly role of subcon- 
tractor—well, Jones has a ready an- 
swer for that. “It used to be,” laughs 
he, “that you subcontracted a proj- 
ect only when your own shop was 
overloaded. Companies are subcon- 
tracting with us now because they are 
interested in our capabilities, not our 
plant capacity.” 


4LUMINUM 


BRIGHT SPOT 


Little Harvey Aluminum cur- 
rently is turning in the best 
profits in the industry. Ques- 
tion: Is it on borrowed time? 


EXPERTS who deplore the tarnished 
profits of the aluminum industry just 
have not looked far enough down on 
the list of companies. For the next- 
to-the-smallest producer of primary 
aluminum* in the U.S.—Torrance’s 
(Calif.) Harvey Aluminum, Inc.t—is 
doing very well indeed these days. 
Said Chairman Lawrence A. Harvey 
as he looked ahead to the end of his 
fiscal year (Sept. 30) one day last 
month: “We will do at least 40% 
better in both sales and earnings 
than last year.” 

Big Prop. With sales this year of 
about $85 million and earnings in the 
$1.50-per-share range, Harvey Alu- 
minum will be setting new records at 

*In order of ingot capacity 


olds, Kaiser, Ormet, 
Aluminum. 


Alcoa, Reyn- 
Harvey, Anaconda 


‘Harvey Aluminum, Inc. Traded over-the- 
counter. Recent price: 31's. Price range 
(1961): high, 3612; low, 26. Dividend (fiscal 
1960) : 25c. Indicated fiscal 1961 payout: $1.15 
Earnings per share (fiscal 1960): $1.05. Total 
assets: $87.6 million 


a time when the rest of the industry 
seems caught as tight as ever in its 
overcapacity dilemma. Harvey owes 
its trend-bucking success to a sim- 
ple fact: the company has a guaran- 
teed non-competitive customer who 
takes 72% of the 75,000 tons of alu- 
minum its potlines are capable of 
producing. That customer is Uncle 
Sam. With only 20,000 tons or so a 
year to get rid of in the open market- 
place, Harvey is thus virtually as- 
sured of operating at 100% of capacity 
even at a time like the present when 
the rest of the industry is operating 
at no better than 80% of capacity. 
Golden Letter. Harvey operates un- 
der a “letter of necessity” from Wash- 
ington. This is the same kind of in- 
direct subsidy that the Government 
provided for Kaiser Industries and 
Reynolds Metals when the Govern- 
ment set out to crack the Aluminum 
Co. of America’s virtual monopoly on 
private aluminum production after 
World War II. The “letter” obligates 
the U.S. Government to buy whatever 
metal cannot be sold in the open 
market—up to a certain maximum. 
Harvey’s “letter” is the only one 
still in effect. (Reynolds’ government 
backing ran out in 1959 and Kaiser’s 
in 1958.) With its guarantee still op- 
erative, Harvey is assured of operat- 
ing at 72% of capacity until the end 
of 1963, even if it does not sell a 
single ingot or fabricated product to 
anyone else. With only a small and 
relatively marginal amount of capac- 
ity to sell on the market, Harvey has 
a certain flexibility, especially in 
making special deals. Says Chairman 
Harvey: “We can do what we darn 
well please about prices.” 
Obviously, this may well change 
when the Government prop goes. 
That will be in 1963. Harvey then will 


FORGING ALUMINUM WHEEL SECTIONS: 
there is an advantage in being small & flexible 
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HARVEY’S HARVEY: 
after 1963, what? 


face the job of selling a big chunk of 
his output that he does not have to 
worry about now. It could be a tough 
nut to crack. Harvey, of course, is 
already striving to get more com- 
mercial business, but has gotten only 
fair results so far. After selling 34,- 
000 tons of his output to the Govern- 
ment in fiscal 1960, for instance, 
Harvey forecast that such sales would 
be down to 20,000 tons this year. But 
last month, he had to concede that 
his shipments to the Government 
were “only down slightly” from last 
year. 

Making Hay. To prepare himself 
for the day when he can no longe1 
fall back on the Government, Harvey 
is out to make the most of his advan- 
tages while they last. In the past year, 
he has added 15,000 tons of primary 
aluminum reduction capacity, will soon 
double his fabricating facilities (to 
60,000 tons). Just last spring, Harvey 
added another 25,000 tons to his fab- 
ricating facilities and did so at mini- 
mum cost by purchasing a surplus 
Air Force extrusion plant in Michi- 
gan for $3.6 The Michigan 
mill purchase was financed by a gov- 
ernment-guaranteed loan 

“We do not expect,” says Harvey, 
giants in the 
aluminum business, but we are build- 
ing with the idea of 


million. 


“to become one of the 


remaining a very 
Adds he: “Don't 
forget just about the time our gov- 


profitable company.” 


ernment contracts run out, experts 


are forecasting the next big boom for 
the industry.” 

Whether 
share in the next upturn to the ex- 
tent that the chairman 


Harvey Aluminum will 
forecasts re- 
For now, at least, 
Harvey is quite content to be the in- 
dustry’s one bright spot. 


mains to be seen. 
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UNUSUAL 


Component panel in Avco’s automated Air Traffic Control Central 
Teaching new tricks to electronics. From Avco come systems that use 
electronics in new ways. In super-selective receiver-decoders for satellites. 
In automated systems to control air traffic. In arming and fuzing the Polaris 
missile . . . command communications units for Polaris submarines... 
infrared scanners to detect jet aircraft or missile attack. Highly specialized, 
all of them—and illustrative of Avco capabilities in electronics research and 


product development. A 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW YORK 
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Solid line is computed weekly and monthly, using the following 
1. How much ore we producing? (FRB index) ae 
2. How mony goagte ere working? (BLS production workers 
employment index) 

3. How intensively are we working? (BLS average weekly hours 
in monvfocture) 

4. How much hard goods ore we ordering? (Dept. of C 


5. Are people spending or saving? (FRB department store sales) ~ 
6. How much ore we building? (private non-farm housing starts) --— 
7. Whet is the money supply? (net bonk deposits plus invest- 


Foctors ore adjusted to reflect changing valves of the dollar, 


Plotted line for current year is a preliminary weekly figure, and Af 
may not agree with the revised monthly total tabulor 

form. Dotted projection indicates an 8-day estimate based on 
tentative figures, and is subject to revision. 
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Service Please! 


THERE IS little doubt in my mind that 
an intensive investigation of these 
United States might turn up a small 
percentage of citizens who keep their 
money under their mattresses and eat 
all their meals at home. Should you 
be among these, the following will be 
without interest. It is with the ma- 
jority, who either sleep comfortably 
and dine well or who would like to 
profit from the cash outlay of those 
who do, that I am concerned. 

It is my firm belief that although 
the present market interest is with 
the cyclical and blue-chip stocks, the 
real growth in the next decade will 
come in the “brains-and-service” com- 
panies. The former, represented by 
strong research and development 
companies, have received recognition 
by the market and in many cases are 
already selling at very high ratios. 
While I believe this high capitalization 


FORBES, SEPTEMBER 1, 1961 


by WILLIAM LENDMAN’ 


of earnings is jus- 
tified in many 
cases, it’s a little 
difficult to get en- 
thusiastic about 
companies already 
selling at 50 times 
earnings. The 
service segment, 
however, has an equally exciting fu- 
ture, but many companies which will 
benefit by this growth are selling at 
much more realistic prices. The 
amount of dollars consumers spend 
after meeting necessary day-to-day 
expenses has just about doubled since 
1947, from $43 billion to approximately 
$84 billion in 1959. Many economic 
observers feel this could double once 
again in the next 10 years. 


*Mr. Lendman, Granbery Marache & Co 
partner, is guest columnist for Mr. Sidney B 
Lurie, who is on vacation. 


The two areas of service which have 
received very little publicity are 
banks and restaurants. It is to these 
that I would like to direct myself. 
Interestingly enough, indus- 
tries are attractive to me because of 
what may be called a change in “prod- 
uct mix.” Banks once were very sus- 
ceptible to rate changes that could 
have played havoc with their earn- 
ings. Certainly changes in prime rates 
still are a big factor, but of much less 
effect than years ago. Banks have 
expanded their service so much that 
earnings tend to move in a steadie 
trend than heretofore. Despite the 
downward trend of the prime interest 
rates from 5% in September 1959 to 
444% in August 1960, the member 
banks of the Federal Reserve returned 
more in 1960 on loans and investments 
than in 1959. The composite 
earned by all member banks on loans 
in 1960 was 5.93% 
5.65% in 1959. 

Using as a guide 47 selected com- 
mercial banks, net operating 
ings in 1960 increased 12.5% 
13.3°% gain in 1959. The 
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rate 


compared with 
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$1,000, 


EARN 

4%% INTEREST 
WITH 

INSURED SAFETY 
..-ON ALMOST 
ANY AMOUNT 


For 414 %* interest with insured pro- 
tection on virtually any amount, in- 
vestors of every type are turning to 
Great Western Financial Corporation. 
At each of GWF’s seven California 
savings and loan associations, ac- 
counts are insured to $10,000 by the 
Federal Savings and Loan Insurance 
Corporation, a permanent agency of 
the U.S. Government. And by opening 
a series of individual, joint, corporate 
or trust accounts, you can secure full 
FSLIC coverage on almost any sum 
you choose to invest. One convenient 
check is all that’s necessary; GWF will 
handle every other detail. Why not 
write that check today? 


# CURRENT ANNUAL RATE 


GREAT WESTERN FINANCIAL CORPORATION 
P.O, Box 54176, Terminal Annex 

Los Angeles 54, Calif. 

Attention: J. A. Ford, 

Special Accounts Officer 


C) Enclosed find my check in the amount of 


Send full 
details on how my funds have been 
invested. 


] Please send me your comprehensive 
brochure on Great Western Financial 
Corporation. 





Name 
Street_ 
City 


————— 


GREAT 
WESTERN 
FINANCIAL 
CORP. 


A group of seven 
insured California 
Savings and Loan 
associations, repre- 
senting combined 
assets of over 
$850,000,000. 


' market value of the shares in these 


| 


banks declined 2.9% as of Dec. 31, 
1960 from the end of 1959. During the 
first half of 1961, however, the bank 
stocks seem to be getting some recog- 
nition. The same 47 banks’ market 
value has increased 17.1% since the 
beginning of the year. This still only 
represents a ratio of 15.2 times com- 


| bined net operating earnings in 1960. 


I firmly believe that bank stocks which 
are selling at a much lower price slash 
earnings ratio than the Dow aver- 
ages, should sell at a higher ratio 
and that the rise in bank stocks is 
just beginning. Once again, using the 
same major commercial banks as ex- 
amples, we find that over the past 
five years (May 1956 to June 1960) 


| the market price on average as a per- 


| 123% 





| 


centage of book value has risen from 
to approximately 137%; that 
price times operating earnings re- 


| mained the same (13.7 vs. 13.6), and 


that yields also remained unchanged 
(3.81% vs. 3.82%). As you can see, 
prices in relation to net remained sta- 


| tistically fairly static while indus- 


trials have increased tremendously. 
During this past five-year period 
many banks have shown excellent 
growth patterns and in my opinion 
are very much behind the market. 
Banking is a growth industry and 
should be accorded the ratio we would 
put on any growth industry. Many 
banks throughout the country have 
records that a large proportion of the 
electronic companies would envy. The 
following are worthy examples. 

Union Bank of Los Angeles, selling 
at around 88, has an outstanding rec- 
ord. Deposits have grown from $298 
million in 1955 to $668 million in 
December 1960, earnings from $1.77 
in 1956 to $2.71 per share in 1960. For 
the first half of 1961, earnings were up 
from $1.24 to $1.39. Those of you who 
complain that bank stocks are stodgy 
should note that Union Bank has gone 
from 55 early in the year to its current 
price of 88. 

Crocker-Anglo National Bank, sell- 


| ing at around 611%, is another of my 


| West Coast favorites. 


It is the 16th 
largest bank in the United States, and 


operates 97 branches in 58 California 


communities. Deposits have increased 
237°. in the last ten years. Earnings 
are up from $1.83 per share in 1955 to 
$2.98 per share last year and should 
be higher again this year. Probably 
the next five years will be at least as 
good for the aggressive California 
banks as the past five. In my book, 
the current price does not fully dis- 
count these prospects. 

Franklin National Bank of Long 
Island which has just hopped up about 
ten points to 47 is still only selling 


| at approximately 16 times estimated 


earnings. In the past five years, earn- 
ings have climbed from $1.66 per 
share in 1955 to $2.58 last year. It is 
the largest bank on Long Island and 
ranks 35th in the United States. De- 
posits have grown about 1,000% in the 
past ten years. 

Marine Midland Corp., at about 32, 
is a bank holding company controlling 
a group of 11 New York State banks 
with 178 banking offices. This top- 
quality company has improved earn- 
ings from $1.30 per share in 1955 to 
$1.82 last year and should do better 
this year. Dividends have increased 
from 76c in 1955 to 97c last year. A 
price/earnings ratio of approximately 
16 times this year’s estimated earn- 
ings seems cheap to me. 

There are many other attractive 
bank stocks. Although I would pre- 
fer those in the growth population 
areas, stocks like First National Bank 
of Chicago, Northern Trust, Chase 
Manhattan and Chemical Bank of N.Y. 
are certainly attractive and also worth 
noting. Having reviewed some of our 
better known utility corporations, I 
think some switching in this area to 
bank stocks would be a most con- 
structive move. Many utility issues 
are selling at much higher ratios and 
lower yields than banks with better 
records and equally good quality. 

Restaurant companies, and in par- 
ticular those of the limited menu type, 
are another service industry which 
has changed greatly through the years. 
Sales have continued to climb, but of 
even greater significance is the fact 
that in the well-run chains profit 
margins have improved or held steady 
through the years. Although restau- 
rant chains have had a past history 
of very cyclical records, the better 
ones have capitalized on the recent 
exodus to the suburbs and the con- 
sequent trend toward eating out more 
often. They have done rather well. 
Better equipment, plus the use of 
improved frozen foods, have helped 
enormously in cutting costs and elimi- 
nating waste. 

Howard Johnson Co. is a _ good 
example to consider. Shares in this 
well-known company were offered to 
the public at 38 in May and, afte: 
moving up to about 50, have now 
settled back to 44. Many of the new- 
issue buyers seem to forget the issues 
they were not able to buy at the of- 
fering price, but let’s look at the rec- 
ord. In the past ten years, Howard 
Johnson sales have grown from $32 
million in 1950 to $95 million last year. 
Earnings have increased from $655,000 
to $3.7 million. On a per share basis, 
this was an increase from 30c to $1.69. 
The number of restaurants operated 
and licensed increased from 408 to 

(CONTINUED ON PAGE 42) 


FORBES, SEPTEMBER 1, 1961 

































Earnings of the Auto Stocks during the next 
12 months should outpace—by about 60% —the 
earnings of the average of all 1,000 stocks con- 
tinuously analyzed and reviewed in The Value 
Line Survey. 


In Value Line’s latest Reports on the Auto 
Stocks, one stock is selected as the best all- 
around commitment. But another is found to 
have a truly vast potentiality for appreciation 
in the next 3 to 5 years if certain chronic prob- 
lems can soon be solved. 


Since the Auto Industry is a bellwether of the 
current business recovery, and therefore of spe- 
cial interest to all investors, the Reports on the 
Auto Stocks will be sent to you as a special bonus 
under the Guest Subscription outlined below. 


GUEST COPIES AVAILABLE 


With the Guest Subscription you will receive 
Value Line’s new 93-page Analysis of 75 se- 
lected stocks in both the Auto and 5 other key 
industries: the Aircraft Industry (in which one 
group of companies is expected to treble its sales 
in the next five years); plus the Agricultural 
Equipment, Tire, Truck and Auto Parts Indus- 
tries. This Analysis includes full-page Reports 
for each of the 75 stocks covered. Included are: 






Ford Motor 
General Motors 


Chryslei 
Bendix Aviation 
Northrop Corp. Boeing Airplane 
Grumman 
Douglas Aircraft 
Allis-Chalmers 
Fairchild-Stratos 
Goodyear 
Curtiss-Wright 


General Dynamics 
General Tire 

Lockheed 

American Bosch Arma 
No. American Aviation 
Chance-Vought 

Piper Aircraft 
Republic Aviation 


Martin Company 
Studebaker-Packard 
United Aircraft American Motors 
Moreover, in view of what has just taken 
place in the market as a whole, we will also send 
you the new Value Line Summary of Advices on 
1,000 Stocks and 50 Special Situations. With 





Recovery Expected in 


AUTO STOCKS 








this valuable guide, being released this week, 
you can make an immediate check of every lead- 
ing stock you are concerned about as to its prob- 
able Market Performance in the next 12 months, 
its Appreciation Potentiality over the next 3 to 
5 years, its Quality and its current Yield based 
on estimated dividend payments in the year 
ahead. 


And for the special “guest” price of only $5 
you will receive (a) the next 4 weekly Editions 
of the Value Line Survey with full-page reports 
on each of 300 additional stocks, (b) a new 
Special Situation Recommendation, (c) Four 
“Especially Recommended Stock-of-the-Week”’ 
Reports, (d) Business and Stock Market Pros- 
pects (weekly), (e) List of Selected Stocks to 
Buy and Hold Now (weekly), (f) The Value 
Line Business Forecaster (weekly), (zg) “What 
the Mutual Funds Are Buying and Selling,” (h) 
“What Company Officers and Directors Are Buy- 
ing and Selling,” (weekly), (i) Weekly Supple- 
ments, (j) Four Weekly Summary-Indexes 
including all changes in rankings to date of pub- 
lication and— 





(k) YOU WILL ALSO RECEIVE AT NO EXTRA CHARGE Arnold 
Bernhord's new book, ‘The Evaluation of Common Stocks’’ (reg- 
uler $3.95 clothbound edition published by Simon & Schuster). 











To take advantage of this Special Offer, 
fill out and mail coupon below 


Na ie 





Address 





City 


__ Zone State 





Send $5 to Dept. FB-184N 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & CO., I; 


The Value Line Survey Building 


5 East 44th Street, New York 17, N.Y 




















INSURED SAVINGS 
plus FREE 
TRAVEL ALARM 

CLOCK 


When you open an account of $2,000 or more, 
or add $2,000 or more to your present account. 
(or SEND FOR FREE FOLDER of sterling silver 
gifts.for new savings of $1,000 or more) 
OPEN YOUR ACCOUNT NOW 
SAVE BY MAIL « AIR POSTAGE 
PAID BOTH WAYS 
* Each account insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation 
* Resources, $265 million * Founded 1920 
* Reserves over $23 million, more than TWICE 
Federal requirements xLegal for corporate 
pension, trust, church and credit funds 
* Funds received or postmarked by the i0th 
earn interest from the Ist of the month 


Current 
0 Yearly 
Rate 


Gms interest 
Paid or 
Compounded 
Quarterly 


Mail Check or Request Financial Statement 


AMERICAN 
SAVINGS 


AND LOAN ASSOCIATION 


SPECIAL MAIL DIVISION, DEPT. 200 
210 E. PHILADELPHIA ST., WHITTIER, CALIF. 





WILL YOU RISK 
[7 TO HELP YOU 
EARN 516,521 


An offer from 
The Wall Street Journal 


A survey shows that Wall Street Journal 
subscribers are earning more money. 

For example, their median income is 
$16,521 a year. The average subscriber 
owns 9 suits (5 regular, $92 each; 4 
lightweight, $71), 19 shirts ($6), and 
six pairs of shoes ($21). Many buy 
liquor by the case and cigars by the box. 

Said one subscriber: “I added $3,000 
to my income, thanks to your articles 
on new ways of doing business.” 

Said another: “The Journal gives me 
ideas on how to save money. Articles on 
taxes guide me on what to do to keep 
my taxes down.” 

These comments are typical. The Jour- 
nal is a wonderful aid to salaried men 
making $7,500 to $25,000 a year and to 
owners of small businesses, 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but you can get a 
Trial Subscription for 3 months for $7. 
Just tear out this ad and attach check 
for $7 and mail. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM 9-1 











IMARKET COMMENT 


| 


| 


September Ideas 


RECENTLY I was asked to “identify the 
present stage of the bull market.” I 


| suppose the inquirer wanted me to 


| stage and near the top. 
| I had no satisfactory answer 


| spread to other sectors. 


say that the bull market is in its final 
I told him 
to his 
question, except that I thought some 
of these old ideas about market cycles 
are obsolete. 

In the present economic and social 
order, the cycles are not as deep and 
serious as formerly—either in busi- 
ness or in the stock market. Fur- 
thermore, cycles in different sectors 
of the economy do not necessarily 
In the stock 
market, we really have not had a 
traditional type bear market since 
1941-1942. There have been “cor- 
rections” of fairly mild proportions 
and individual stocks and groups 
have gotten into real trouble, but 
there really has been no painful bear 
market of the type we had in 1920-21, 
in 1923, in 1930-32 or in 1937-38. 

I would be the last to say that we 
can’t have painful bear markets in 
the future; but the causes of any 
investment disaster are likely to be 
very different from the causes of past 
unpleasantness. That’s because the 
economy has changed and because 
the structure of the stock market has 
changed. 

The economy still has a mild infla- 
tionary bias, and it probably will 
continue to have such a bias. It is 
inherent in the operation of a wel- 
fare state, and it is unavoidable in a 
world-wide cold war. Thus people are 
likely to continue to prefer stocks to 
bonds and equities to cash. 

In the event of a hot war, of course, 
all bets are off. However,I don’t see a 
hot war for the simple reason that I 
can’t imagine any advantage to either 
side in winning one. War would not 
decide this battle between economic 
systems and political ideologies. It 
might even sharpen the real conflict 
after the war itself had ended. 

This may seem over-brave com- 
ment in these days of tension over 
Berlin, Laos and Cuba—to mention 
only three of the world’s many trou- 
ble spots—but at this stage, at least, I 
am willing to assume that neither 
Kennedy nor Khrushchev are so un- 


| restrained as to permit any incident 
| to ignite the spark. It is this philoso- 
| phy that leads me to follow a rather 
| even investment policy. Moreover, if 


| I knew an atomic war 


were to start 


| next month, I would not know what 
| investment course to recommend. 


by L. O. HOOPER 


McLouth Steel 
Corp. (53 over- 
the-counter) looks 
like a most inter- 
esting speculative 
stock. This 12th 
largest American 
steel company has 
very low costs and high profit mar- 
gins, and it is closely affiliated with 
General Motors, which has financed 
the company and owns a large block 
of its stock. Per-share earnings have 
been progressively higher in every 
year but one (1959) since 1955, and, 
on the basis of the present outlook. 
profits this year easily could exceed 
the 1960 record of $4.51 a share. Net 
in the June quarter was $1.38 a share 
against 42c a share in the March 
quarter. McLouth is my favorite 
steel stock. It probably won't pay any 
cash dividend for a while, but from 
time to time dividends should be paid 
in stock. 

U.S. Plywood Corp. (48) looks in- 
teresting as a semi-speculative issue. 
Earnings for the July quarter were 
around 90c a share and an estimate 
of $4 a share for the coming fiscal 
year (ending April 30, 1962) seems 
reasonable. Plywood prices, after 
long weakness, have begun to firm. 
Recently several big manufacturers 
increased quotations from $64 to $68 
per 1,000 sq. ft. This company has a 
superior merchandising management. 

United Shoe Machinery (6242) is 
off sharply from its June high of 
around 76. So far as I can see, the 
stock is worth just as much now as 
it was worth in June, and I would buy 
it in conservative investment ac- 
counts. Including the undistributed 
earnings of foreign subsidiaries 
(something which many people seem 
to ignore), United Shoe Machinery 
seems to be earning around $6 a 
share. This stock offers high value, 
and eventually this value should be 
reflected in its price. 

The writer has been prejudiced 
against Raytheon Co. (4242), largely 
because of irregular earnings and 
poor profit margins. The stock is 
down from 73% last year, a price at 
which it never should have sold. 
Right now Raytheon seems to be in 
line for some large and profitable 
missile business, and apparently it is 
a company which is getting a more 
profit-minded management. Some 
institutional buyers recently have 
been interested. I would not want to 
buy Raytheon as a permanent invest- 
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ment, but I think there should be 
profits in it at this price. 

I doubt if there is any hurry about 
buying Texas Instruments (146) and 
look for the stock to be obtainable at 


lower prices. Earnings this year cos D EN 
probably will be around $3 a share. 
The semi-conductor situation still is PETRO LEU M 
difficult in spite of a demand bigger | 

than ever before. Profit margins and Cc oO R PO RAT i oO N 
selling prices have declined. It will 

be remembered that I was very cau- | o 
tious about this and other electronics | A nn nal Report Ih oh oh ts 
issues last spring when everyone was | 5 5 
buying them. Another former favor- | 
ite I would not buy is General Dy- 
namics Corp. This company’s losses | 
on transport airplane projects have 
been staggeringly large. It won’t pay 
another cash dividend for a long time. 

Kratter Corp. A (23) probably will 
eee io Sidkek tieklad adam Gee Geen | Gross Operating Income. . . . $82,131,975 
ferred stock (now called at 20 and ; Net Income before Income Taxes. 8,495,224 
convertible share-for-share into com- Net Income to Earned Surplus . . 4,770,224 
mon) is out of the way. The divi- 
dends on this stock always have been | . Per Share of Stock . . . . 1.59 
exempt from regular income tax, or Cash Flow .... . . . ~~ 11,505,852 
regarded as a return of capital. For 
people in high or medium tax brack- : Per Share of Stock . . . . 3.83 
ets, the income on the stock is attrac- Cash Dividends Paid. . . . . 93,007,167 
tive. The current dividend rate is ' 
$1.44 per year. The management of Year End Equity. . . . . . 46,280,519 
this company, which is a large real E 
estate enterprise, is talented. 

This usually is the right time of 
year to buy (rather than sell) Ameri- 
can Machine & Foundry and Bruns- 
wick Corp., both of which are well 
down from their highs. The leisure- 
time industries, which they repre- 
sent, are entering the season of 
highest earnings. There is no evi- 
dence of lower bowling earnings as 
vet. For free copy of Annual Report and future 

For those who are looking for a Quarterly Reports write 
better than average return in a qual- 
ity stock, I would suggest Standard 
Oil (N.J.) (45), paying $2.25; General COSDEN 
Motors (4742), paying $2; Hallibur- PETROLEUM 
ton Co. (53), paying $2.40; Phelps- 

Dodge (63), paying $3; and Stone & CORPORATION 

Webster (60), paying $3. For those 604 Petroleum Building Big Spring, Texas 

seeking capital appreciation in a 
high-grade insurance stock, I would 
recommend Travelers Insurance 
(144). For the long pull, not neces- 
sarily immediate results, Colgate- 


Palmolive (47) has appeal. 
Mention of so many stocks in one 


column may imply something more PHILADELPHIA ELECTRIC 
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LISTED 
and 
than selective bullishness. It should COMPANY ULSTED 

not. This will continue to be a two- : a 
sided market. The disappointing side Cf)..-dend } a CLEARANCES 
of it probably will continue to be in EXTREMELY HIGH ADVANCES 
those glamour stocks, mostly shares A dividend of 30 cents a share on ON MARKET VALUE 











the COM MON STOCK has been 


. : : : Call or write for information on 
of small str uggling companies, which declared payable September 29 our financing methods. 


were sold to the public at too-high to stockholders of record at the 

prices, and which were so popular er ee meter ~~ CO., INC. 
> jecks Wh x€ mated, 

during the first five months of the &. W. ue 330 South Wells Street 
year. The vogue now has turned to Trensurer Chicago 6, Illinois 


: , Phone: HArrison 7-0595 
more conventional things. = == == 
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GROUND FLOOR 
OPPORTUNITY 


with coin-operated 


WESTINGHOUSE 
DRYCLEANING 
as MACHINES x* 


There's only one direction 
te go in the coin-operated 
drycieaning business. Up! 
it's @ new ond mushroom- 
ing business with plenty of 
room for ombitious men or women who want to 
be their own boss. ALD, Inc. has helped establish 
ever 13,000 profitable coin-op 
house | d Lhe ipped laundry stores. New 
ALD, the industry leeder, is looking for enter- 
prising people whe would like te ge into the coin- 
i The new Westing- 
heuse Gadtensine Machine provides a service that 
everyone needs and which is NOT duplicated in 
the home. The market is i and ft $, 
amazed with ‘‘do-it-theirself’’ drycleaning results, 
measure their savings in dollars each time 
they visit your store. Have our representative take 
you te a Westinghouse store in your locality where 
you can see for yourself the consumer acceptance 
ond profit potential. ALD will help on location, 
store 4 i ti ~~» will 
finance up to 90% of the equipment cost. Modest 
investment. Get in on the ground floor. Start by 
getting your informative Free Copy of the New 
20-page brochure, ‘‘Progress Report: Coin-Oper- 
eted Laundry and Drycleaning Stores’’ from our 
local representative. Coll or write 
SALW, inc. 1988 


ALD, Inc. 


7057 N. Western Ave., 
Chicago 45 
OFFICES IN PRINCIPAL CITIES 
ALD CANADA, Ltd., 
25 Belfield Rd., Rexdale (Toronto) 




















INSURED 
SAFETY 


CURRENT RATE PER ANNUM 


e Dividends paid or compounded 
quarterly and all withdrawals paid 
on demand since our charter was 
granted in 1937 e Corporation, trust 
and other funds accepted e All 
accounts insured to $10,000 by 
Federal Savings & Loan Insurance 
Corp. « Funds received by 10th of 
month earn from lst ¢ We pay air- 
mail postage both ways. 

For more details, send coupon 
below or write for Brochure No. 122. 


SAVINGS AND LOAN ASSOCIATION 
225 E. Broadway, Glendale 5, Calif. 


Just minutes from the center of Los Angeles 


ASSETS OVER $195 MILLION 
R. M. RIGGLE, Asst. Vice-President 
Please send Brochure No. 122 to: 
NAME __ 
ADDRESS 
CITY 














| vorable price level. 
| is clear that this late spring correc- 





STOCK ANALYSIS 


Moving Towards a Boom? 


THE vicor of the forthcoming sea- 
sonal upturn in business activity 
should dispel any remaining doubts 


| about the state of our economy. The 
| increase in defense spending, much 
| of it for additional manpower and the 
| more conventional type of military 
| hardware, virtually assures that the 
| recovery which has been underway 


since the early spring will carry all 
economic indices substantially above 
their previous peaks. The automobile 
industry with its changeover to the 
new models completed at an early 


| date is about to get into high gear. 


Unless set back by labor trouble, it 


| should have a banner season, and a 
| prospering automobile industry is al- 


most certain to have a stimulating ef- 
fect on wide segments of our economy. 
The stock market with its usual 


| perspicacity has been anticipating the 


increasingly favorable business out- 
look by advancing to new highs last 
month. While the beginning of this 
summer rally seemed to coincide with 


| Mr. Khrushchev’s intransigence and 
| President Kennedy’s strongly stated 


determination to take a firm stand on 
the Berlin question, we do not have 


| to give credit to the Soviets for our 


prosperity. The FRB index of indus- 


| trial production had already climbed 


to a new all-time record. Obviously, 
this rally would have come anyhow. 
In mid-July I had urged investors 
to overcome their innate dislike to 
buy in a declining market and to take 
advantage of the then prevailing fa- 
In retrospect it 


tion provided an excellent opportu- 
nity. In my opinion, however, the 
stock market’s capital gains potential 
is not yet exhausted; it only has di- 
minished as a result of the rise. 
Feeling quite strongly that 1962 
may prove the best automobile year 
since 1955, I still consider Ford (92) 
one of the best investment buys in 
the market. With 1961 earnings likely 
to approach $8 a share and a possible 
$10 in sight for the next year, the 
present price, even though near its 
all-time high, is reasonable by pres- 
ent-day standards. Dividends most 


| probably will be lifted above last 


year’s $3.30, and a stock split is a 
definite possibility. 

A brief comment on the other auto 
stocks may be appropriate: General 


| Motors (4742) is a sound and solid 
| “hold.” Chrysler (51) could turn out 
| to be an excellent speculation. Ameri- 


can Motors (20) has no investment 


by HEINZ H. BIEL 


status and repre- 
sents a gamble 
on the company’s 
ability to maintain 
its position in 
the compact car 
field. Studebaker- 
Packard (12), de- 
spite all the fire- 
works, is not a desirable stock. It is 
doubtful whether the company can 
long survive as an automaker. 
Investors’ patience has been worn 
pretty thin by the lackluster earnings 
record of the chemical industry which 
has little to show in per-share earn- 
ings growth for the huge capital in- 
vestments made during the past dec- 
ade. On the other hand, it must also 
be recognized that some stocks of 
major chemical companies today are 
still selling at prices which are sub- 
stantially below the highs they had 
attained years ago. As the orphans 
of this great bull market they begin 
to look cheap and rather attractive. 
Olin Mathieson, for example, has 
proved a most aggravating stock for 
investors who saw it sell at a high 
of 64% in 1955. If they stayed with it 
all this time they missed a 240-point 
rise in the D-J industrial average. 
Obviously, a stock like Olin Mathie- 
son has to overcome some steep hur- 
dles—the disgruntled stockholders 
just waiting to get out even; and the 
skeptics who no longer believe a word 
because they have been misled so 
many times before by prematurely 
optimistic management forecasts. Yet, 
OLM with its highly leveraged capi- 
tal structure could prove a_ very 
interesting semi-speculative invest- 
ment as soon as its excessively costly 
aluminum division begins to contrib- 
ute to earnings instead of being a 
drain on profits. Apparently, this 
stage is now being reached. Earn- 
ings of $2.75 to $3 a share are esti- 
mated for 1961 and $4 seems possible 
by 1962-1963, if business conditions 
develop as favorably as expected. 
Monsanto Chemical (56), now with- 
in a hair of its 1959 high of 5634, also 
deserves favorable consideration, but 
I think that American Viscose (55) 
now holding about three-quarters of a 
share of Monsanto for each of its own, 
is the more intriguing vehicle. The 
potential of Avicel, the company’s 
non-caloric food which gives peo- 
ple the illusion of eating without eat- 
ing, cannot be minimized, particularly 
when we remember what Metrecal did 
for Mead Johnson. The food products 
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industry appears to be sufficiently | 


interested to warrant a major pro- 
duction increase of Avicel. 


Although the record of IBM should | 
have proven to everyone’s satisfac- | 


tion that an investment in a high- 
priced stock can be far more profitable 
than a speculation in a low-priced 
issue, the latter category always at- 
tracts a large number of semi-inves- 
tors who believe that mathematics 
are in their favor. To satisfy their 
desires, here are a few suggestions: 
Cletrac Corp. (13), formerly Oliver 
Corp., is not much more than a shell 
with some $14 to $15 a share in assets 
after completion of the sale of its 
farm implement business to White 
Motor. However, the company’s loss 
carry-forward for tax purposes is 
estimated at over $6 a share, which 
its astute management may be ex- 
pected to exploit advantageously 
through acquisition of another profit- 
able business. This stock should be 
selling at a premium, not at a dis- 
count. With little risk on the down- 
side, it could register appreciable 
gains over the next six to 12 months. 
Liberty Fabrics (17), a 50-year-old 
modest-sized producer of lace for the 
women’s apparel trade with a highly 
undistinguished performance record, 
suddenly exploded from _ obscurity 
last spring with its stock jumping 
from 6 to 26. The reason: a new 
process, patent pending, for molding 
lace fabrics into a seamless garment 
for the brassiére industry, with pos- 
sible uses also in ladies’ swimsuits, 
slips and other items for which I dis- 
qualify as an expert. The molded bra 
is cheaper to make and is supposed to 
keep its shape indefinitely. The in- 
dustry seems interested, but with 
shipment in commercial quantities 
only now beginning, significant profits 
for Liberty may not show up until 
1962. Warning: With a capitalization 
of only 230,000 shares, a large per- 
centage held by management, the 


market on the American Stock Ex- | 


change is limited and sensitive. 
Standard Motor Products (16 over- 
the-counter), first offered to the pub- 


lic at 15 some 16 months ago, is a | 


comparatively small growth company 


in the expanding market of automo- | 


bile replacement parts. Sales have 
just about doubled during the past 


five years, reflecting not only an ever- | 


increasing number of aging and re- 


pair-requiring motor vehicles on the | 


road, but also a competent and ag- 
gressive management. A fine record 


of rising per share earnings suffered | 
but a new | 
peak of $1.35 to $1.40 a share seems | 
indicated for 1961. The present divi- | 


a minor setback last year, 


dend rate of 75c appears secure. The 
stock, of which management holds 
50%, is an interesting speculation. 
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Why not try to make your capital 
grow on a calculated basis, free from 
the emotional traps of hopes or sup- 
positions? 


A good way to do this is to use the 
factual data contained in every issue 
of “AMERICA’S FASTEST GROW- 
ING COMPANIES,” the unique 
monthly service ag investors. 


AFGC concentrates on the 140-150 
companies in the U.S.A. which are 
compounding their earnings at the 
highest rates. Every issue of AFGC 
brings you comparative tables, 
charts, statistics and professional 
commentary—through which the 
RELATIVE ATTRACTION of every 
stock, based on its earning power and 
growth rate, is brought into proper 
focus. 


LET US SHOW YOU THE 
“AFGC” WAY OF INVESTING 
FOR LONG-TERM GAINS 


PERCENT CHANGE IN MARKET VALUE: 


AFGC does not give opinions or fore- 
casts. It does give you mathematical 
measurements for judging invest- 
ment potentials of the nation’s lead- 
ing profit-making companies. 

The progress and prospects of every 
company in AFGC are under con- 
tinuing review, and significant de- 
velopments, whether good or bad, are 
promptly brought to your attention. 
New companies meeting our exacting 
standards of selection are periodically 
added to the service. Also, we illus- 
trate and discuss, in AFGC, in- 
stances where present and future 
potential earning power of various 
companies are modestly valued by 
the market. 

That the AFGC way of investing 
offers rich, continuing rewards is in- 
dicated by the table below: 


12 Months 7 Months 
to 12-31-60 to 7-31-61 





Dow-Jones Industrial Average 
Investment Trust Average 


If you would like to examine 
review its 
privilege o 


COMPANIES,” 


Name 


C) Please send bill for $10.00 





AMERICA’S FASTEST GROWING COMPANIES + 32% + 
AFGC Stocks owned by John S. Herold, Inc. 


“AMERICA’S FASTEST GROWING COMPANIES,” 
ast record in greater detail and use it on a 3-month trial basis, 
cancellation and full refund, merely fill in and mail the form below 


JOHN S. HEROLD, INC., 25 Greenwich Avenue, Greenwich, Conn. 


Please start my three months trial subscription 
the monthly service which systematically uncovers the leading growth 
companies and keeps subscribers constantly advised on their progress and prospects. 
(This trial offer extended to new readers only.) 


Zone. 


(Send payment with your order and we will include free our latest * 
presentation of relative standing of the 148 stocks covered in AFGC.) 





10% + 14% 

2% i 14% 
20% 
+ 43% + 34% 


with 


o “AMERICA'S FASTEST GROWING 
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EL PASO NATURAL GAS COMPANY 


DECLARES Th 0: 


CONSECUTIVE 
QUARTERLY 
DIVIDEND 


The Board of Directors, at a meeting held August 
15, 1961, declared a regular quarterly dividend of 
3212 cents per share on the Company’s Common 
Stock. This dividend is payable September 30, 1961, 
to stockholders of record at the close of business 
August 25, 1961. Dividend checks will ry eal mailed. 


Ting] Hern 


Treasurer 


rn America with Energy from Natural Gas 


Assets. . 
1960 Gross Revenues, 
NetIncome , , 


- $1,504,902,446 
504,634,163 
50,909,378 


EXPLORATION & PRODUCTION & TRANSMISSION 8 SALES of Natura! Gas 


Oil exploration, production, refining, marketing and petrochemicals. 





382 STOCK CHARTS 


showing daily action ..° 5 


The best chart value of all. You get one com- 
plete set of 382 line charts—one chart for each 
stock listed below. Each *up-to-date chart 
shows daily high, low, close & volume for a 
charted period of app. 8 months. (Each chart 
also shows a “200-day moving average” line.) 
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“All charts are brought up-to-date after the 
markets close every Friday. Your one com- 
plete set of up-to-date charts will be mailed to 
you the Friday night immediately following 
receipt of coupon below. Your total cost is 
only $5. 


(Introductory Offer—Neu 
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| TRENDLINE CORP. 


| 82 Beaver St., New York 5, N.Y. 


Please send me the 382 STOCK CHARTS. 
| I have enclosed $5. 


Subscribers Only.) 
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TECHNICIAN’S PERSPECTIVE 


How to Catch a Trend (Part 1) 


RUNNING AFTER a trend usually isn’t 
enough. What you want to do first 
is find out what kind of trend you 
might be chasing. So your immediate 
problem is a matter of trend defini- 
tion and classification. 

Thanks to the pioneering work 
Charles Dow did some 60 years ago, 
stock market people have come to 
recognize three categories of price 
trends, generally known as minor, 
intermediate, and major. Broadly 
speaking, minor trends are defined as 
lasting for periods ranging from sev- 
eral days to several weeks; inter- 
mediates, as lasting from several 
weeks to several months; and majors, 
as lasting from several months to over 
a year. The differentiation is neces- 
sarily vague because no two stock 
market movements are ever exactly 
alike. 

Usually, however, these definitions 
can be sharpened somewhat by ref- 
erence to price as a second dimension. 
But here, too, rigid specifications are 
impossible. We could probably say 
that a 3%-5% price movement quali- 
fies as a minor trend; a 10-15% 
swing, as an intermediate; and 20° - 
25%, as a major. The gaps in this 
price scale and the overlaps in the 
time element are where the argu- 
ments and uncertainties come in. 

The picture can quite easily be 
made more complicated if we decide 
to recognize additional trend classi- 
fications, which can be useful and is 
certainly far from unrealistic. There 
are longer-term trends that super- 
sede the majors, and there are tiny 
sub-categories below the minor level. 


by JOHN W. SCHULZ 


From one end of 

this range to the 

other, the entire 

family of trends 

can be viewed as 

interacting and in- 

terdependent. The 

sub-minors com- 

bine to make up 

a minor trend; the minors link up 
into an intermediate; the intermedi- 
ates, into a major; and the majors, 
into a long-term trend. 

Now, if we want to learn something 
from studying this piggyback-on- 
piggyhack effect, we might as well 
start at the low end of the scale, 
where all the detail is. That’s line A 
on our chart. Line A consists of the 
hourly values of the Dow-Jones in- 
dustrials for the thirteen trading days 
from July 31 through Aug. 16, 1961. 
You can see at a glance that there is 
a close family resemblance with the 
two other lines. Line B plots the DJI’s 
daily closing prices from May 1 
through Aug. 16. Line C shows the 
weekly DJI closing prices from Jan 2, 
1959, through Aug. 11, 1961. The 
boxed area at the end of line B cor- 
responds to the entire price action 
represented by line A. Similarly, the 
boxes at the end of line C show lines 
A and B in still smaller perspective. 
They are meant to remind you of the 
interdependence of trends: the hourly 
movement (A) goes into the daily 
movement (B), and both are part of 
the weekly development (C). Line 
A looks more jagged because the 
hourly sequence is a proportionately 
somewhat greater compression of the 
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DIVIDEND NOTICE 


COMPANY 


P.0. BOX 1-3100 » MIAMI, FLORIDA 


A quarterly dividend of 28c 
per share has been declared 
on the Common Stock of the 
Company, payable Septem- 
ber 19th, 1961 to stockhold- 
ers of record at the close of 
business on Aug. 25th, 1961. 
ROBERT H. FITE 

President 


... and 
Florida offers 
industrial “site”- 





seeing, too, for 
business and 
industry. 


o-—— 





401 st Dividend 


Pullman 
Incorporated 


95th Consecutive Year of 
Quarterly Cash Dividends 





\ quarterly dividend of fifty 
cents (50¢) per share will be 
paid on September 14, 1961, 
to stockholders of record 
August 21, 1961 

WILBUR EF. WOLFE 


Vice President & Secretary 


Division and Subsidiaries: 
Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 
Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 














ATR SS TT 
THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st year. The reason... 
it’s a (Not an advis- 


ory service. or free brochure F20. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park seals Illinois 
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| price movement than is the weekly 


line in relation to the daily line and 
also because of the difference in price 


| seale used. Apart from that, the over- | 
all characteristics of the three lines | 


are closely similar—which is as it | 
| Steep up-trend with good sponsorship (the Funds are 


should be. Price movements in a spe- 
cific direction (ie., price trends) 
proceed in much the same manner, 


whether plotted by the hour, day or | 


week. 

On line A we can easily observe 
ten specific hourly price extremes, 
designated (a) through (j) and form- 
ing a sequence of five downswings 
alternating with four upswings. Each 
swing consists of several hourly plot- 
tings. In terms of time and price span, 
the line represents a minor-trend 
phase and is part of what probably 
amounts to an _ intermediate-trend 
phase (III on line B). In this per- 
spective, the swings of line A (a-b, 
b-c, c-d, and so on) can be classified 
as sub-minor trends. 

Now, within these sub-minors you 
can discern still smaller fluctuations, 
which I have numbered 1 through 12 
and to which I want you to pay spe- 
cial attention. They run counter to 
the sub-minors (a-b, b-c, etc.) and 
are in the world of larger trends more 
familiarly known as “corrections.” 
Eight of them (1 through 8) consist of 
only one “leg,” that is, of only one 
entry in the direction counter to the 
dominant sub-minor. They amount 
thus to counter-trend price changes 
rather than to anything that could 
fairly be called a trend. 

On the other hand, the counter- 
trend swings numbered 9 through 
12 in line A consist of more than one 
leg; at least they result from more 
than two consecutive price entries. 
They certainly have enough substance 
to be called trends in their own right, 


' and quite clearly numbers 3 and 11 


are younger brothers of minor trends 
a, b, and ¢ on line B and of inter- 
mediate trend d on line C. 

What I am driving at is this: trends 
can be defined and classified in terms 
of their components, not only in terms 
of time and price; often this is a far 
more useful approach. As you can 
see, it takes at least three swings, or 
legs, to make a trend optically dis- 
tinct—two legs in one direction sepa- 
rated by one counter swing. Of course, 
a five-legged trend—three swings in 
the dominant direction alternating 


| with two counter swings—is, by com- 


parison, solidly entrenched. There is 


| no law against trends with more legs 


than five. But no trend is immortal, 
so they are not likely to turn into 


| centipedes. This is useful to remem- 
| ber, because a trend with more than 
| five to seven legs should make you 


(CONTINUED ON PAGE 42) 


ONE STOCK 
DUE FOR A RISE 


if we could advise but a single stock this growth situa- 
tion would be it. And now is the time to buy it. In a 


buying), this explosive N. Y. Exchange issue may offer 
you rapid gains this year and next. We picked this 
stock from 380 candidates while looking for an issue 
to match the profits ($1000 in 1958 to $3000 in 1961 
offered by Litton industries. You'll see this potential 
1961-62 leader featured as the ‘‘Chart of the Week’ 
in our latest weekly report which you may receive by 
sending $1 (new readers only) for a 3 week guest sub- 
scription to The Trend Analyst letters. Also as a bonus 
ou will receive a special report ‘Seven Rules For 
uying Stocks’’ which tells how we picked this fea 
tured stock. Fill out and mail coupon with $1 today to 


THE TREND ANALYS 


T enclose 81 for ONE STOCK DUE FOR A RIS? a3 
week guest subscription, and ‘‘Seven Rules For Buyir 
Stocks 


Box 4185, 
Glendale 2, California 


NAME 
ADDRESS 


CITY & STATE 


ee > £, 
INVEST IN THE WEST 
and earn more 


on insured savings ! 


Save by postage-paid mail with 
San Diego's largest and strongest 
savings and loan association, 
located in one of Southern Cali- 
fornia’s fastest-growing metro- 
politan areas. 

CURRENT RATE 


i. Y, } 
PER ANNUM 
Earnings paid 4 times a year 
Each account insured to $10,000 


by the Federal Savings and 
Loan Insurance Corp, 


Savings placed by 
the 11th earn > 
from the Ist es 


a 
Assets exceeding ‘ 
$235,000,000 


Over a quarter oe 
century of = | 
service 


ee ee 


FEDERAL SAVINGS 


& Loan Assn. of San Diego 


P.O. Box 2070--© (Broadway at 7th) | 
San Diego 12, California 


Please airmail “FACTS” folder and | 
] Statement, 


| NAME 
1 avpress —_—_—_— | 

CITY. . — 
STATE | 


—— ee I 











CURRENT RATE 
ON INSURED SAVINGS 


Earnings paid or compounded quarterly 
Southern California's oldest, 
éne of the nation's largest savings 
and Joan associations 

_—8 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
zonal property tax in California. 

Savings are insured to $10,000 
by Federal Savings and Loan 
Insurance Corporation. A number 
of accounts may be arranged to 
provide insurance protection for 
all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 180 Milli 


Best Place Te Seve Sun 


ion Dollars 


a 


Uhtco 


ah “ite : d 


Convenient postage-free mail service 
SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 
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City 





las Vegas 


luxury af 
Econgmy 


Opens in October! New 18-Hole Golf Course! 


ERSEAS COMMEN 


by GEORGE J. HENRY 


South of the Border 


THE MEETING at Punta del Este re- 
sulting in the Alliance for Progress 
is likely to have long-lasting and 
extremely important effects on the 
entire Western Hemisphere. The 
promise to finance Latin American 
countries to the tune of $20 billion 
over the next ten years should bring 
about a generally higher standard of 
living throughout the hemisphere. 
help in the creation of the “Latin 
American Common Market,” bring 
about generally improved economic 
and political cooperation. All the 
Latin American countries will bene- 
fit from this. To some extent, the 
more underdeveloped countries may 
benefit more than countries in which 
a more stable state already exists. 
Nevertheless, it would be difficult to 
single out which country’s develop- 
ment will be aided most. 

Of all the Latin American coun- 
tries, Mexico is the nearest to us. A 
large segment of our population is 
acquainted with the country, owing 
to its accessibility and the wonder- 
ful facilities it affords for vacations. 
Furthermore, Mexico is one of the 
best customers the U.S. has, and over 
50°. of Mexico’s import-export trans- 
actions are made with the US. 

Investment opportunites in Mexico 
are, from many points of view, in- 
teresting. The country has a stable 
government, and though for all prac- 
tical purposes a one-party govern- 
ment exists, all appearances would 
indicate that this party is maintained 
in power by a democratic process. 
There has been some tendency in the 
past for nationalization, but recently 
a more favorable attitude has been 
adopted by the goverment, which 
wants to attract foreign capital for 
the expanding needs of the country. 
The one case in which the govern- 
ment has recently taken over the con- 
trol of an internationally held utility 
—Mexican Light and Power Co.—was 
done by public tender for the stock, 
and on very generous terms. 

Approximately $800 million of U.S. 
investments are at present held in 
Mexico, and with every need for in- 


creasing this figure, one need not fear 


punitive government measures. 

The country has a population of ap- 
proximately 35 million people. It has 
made rapid strides in industrializa- 
tion and general economic expansion 
in the last decade or so, but the stand- 


| ard of living is still deplorably low. 


and a great deal remains to be done. 


Investment op- 
portunities include 
such publicly held 
companies as, for 
example, Telefo- 
nos de Mezxico, 

S.A., shares of 

which are avail- 

able in New York in the form of 
American Depository Receipts. The 
stock is currently quoted at 6%. It 
pays a dividend of 80c to U.S. stock- 
holders, but as a matter of interest, 
this is after the Mexican withholding 
tax: for income tax purposes 12c is 
withheld by the Mexican authorities, 
and this 12c can be offset against US. 
income tax. Consequently, the true 
dividend for yield purposes would be 
92c. The shares of this company have 
been depressed, owing to the unortho- 
dox methods Telmex uses to raise new 
funds: new telephone subscribers are 
obliged to buy a certain number of 
shares or bonds of the company 
which, of course, in many cases, are 
almost immediately resold in the open 
market. This issue of shares is being 
discontinued and any new funds will 
be raised by the issue of bonds. The 
dividend is safe. The company serv- 
ices the entire country, and while it 
will have certain problems to over- 
come in financing the development it 
needs, holders of the equity should, 
in due course, benefit from immense 
future expansion. 

The steel industry is always an in- 
teresting medium for investment in 
a country where increased industriali- 
zation is taking place. Mexico’s steel 
industry last year produced approxi- 
mately 1.6 million tons of steel and 
the industry imported approximately 
another half million tons. It is ex- 
pected that with the expansion 
schemes in hand, home production 
should reach and pass 2 million tons 
during the current year. 

For those who wish to participate 
in the potential growth of Mexican 
industry, Tubos de Acero de Mexico, 
S.A. (Tamsa), ADRs selling at 14, 
would seem to me to offer the great- 
est possibilities. The company has 
only been in existence for some six 
years, has made rapid strides, and 
while it is earning money, it is plow- 
ing back all its profits in order to help 
finance development schemes in hand. 
No cash dividends have been paid re- 
cently. A 16% stock dividend was 
paid in 1959 and 20% in 1960. The last 
published cash earnings figure was 
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$1.60 per share. Shortage of funds 
remains the big problem of the com- 
pany. It is discounting “accounts 
due” at a very steep rate, common in 
Mexico, but the management takes a 
long-term view. Tamsa should afford 
more than average possibilities of ' 
capital appreciation. 
The expansion plan of this com- | 
pany is such that by 1962 it plans to 
produce its own pig iron, blow its 
own steel and make finished pipe. The | 
chief customer for the company’s | 
product is the Mexican government's | 
petroleum monopoly, but the com- | 
pany does market its pipes also to the | 
chemical and other industries. Owing | 
to the fact that the entire plant is less | 
than ten years old, it is one of the 
most modern plants of its type in the 
world. The main source of its iron 
ore is located less than 200 miles from | 
the plant, and shipments present no 
problem. The company’s location and 
its facilities should enable it to feed 


BIGGER, MORE USEFUL THAN EVER... 
47th Annual Edition FINANCIAL WORLD’S 1961 


INVESTORS GUIDE 


TO OVER 2050 COMPANIES ano tHeIr stocks 


Expanded this year to 328 pages—more stocks and more facts 
increase the value—but not the price—of this prime source of in- 
vestment information that so many thousands of stockholders find 
indispensable. More than 2,050 stocks, indexed for quick reference, 
give all the basic facts and figures you require to determine the 
real investment value of every stock listed on the New York and 
American Stock Exchanges. 


NOWHERE ELSE 
CAN YOU FIND... 


more quickly, more easily, 
or at lower cost, so much 


$5 or FREE 


JUST PUBLISHED! with offer below 
ACT QUICKLY=EDITION LIMITED 


Only one edition a year limits supply, so order at once by sending $5 
for the Manual alone, or get it free with a 6-months’ trial subscri tion 
to FINANCIAL WORLD'S complete a a a — 
vital data about the listed $12 brings you: 26 weekly issues of FINANCIAL WoRLD; 6 monthly 
stocks—and the companies supplements of ‘ Wy yo Appraisals” pag | listed stocks; Advice- 
behind them—to aid you in by-Mail privilege each week; PLus the new 3 8-page ‘Stock Facto- 
ws om }o y' fi graph” Manual. (Additional saving: all the above for a full year al only 
making wiser, more profit- $20.) Absolute money-back guarantee within 30 days. 
able investment decisions. 


This outstanding annual 
ready reference pinpoints a 
company’s: 


© BACKGROUND HISTORY ept. FB-91, 17 Battery Place, New York 4, N.Y. 


its pipe products to other 
American countries once the home 
demand has been looked after. 


Fundidora de Fierro Monterrey is | 


a steel company which pays a rea- 


sonable dividend but retains a good | 


proportion of its earnings. 
around 12, 


Priced at 


available in the form of ADRs, but 
they do have a fair market. The 
company is a reasonably well inte- 
grated steel company with ample re- 
serves of coking coal, iron and man- 
ganese ores. Earnings have been 
increasing steadily and this ten- 
dency should continue. The shares 
possess good leverage and per share 
earnings after 1961 should go consid- 
erably faster than sales per share. In- 
cidentally, while American holders 
receive 80c cash dividend on this stock, 
again the true dividend is 92c inas- 
much as 12c tax credit can be taken. 

Banco Nacional is the largest bank 
in Mexico. The stock is selling at 
around 742, last year paid a dividend 
of 48c out of earnings of approxi- 
mately $1.15 per share. The manage- 
ment of Banco Nacional is aggres- 
sive and can be expected to take full 
advantage of the expansion possibili- 
ty which an increase in the standard 
of living will bring. The yield is at- 
tractive by American standards and 
the dividend is more than well pro- 
tected by current income. On the other 
hand, of course, the banking industry 
is perhaps more prone to political 
pressure and, perhaps, risk of inter- 
ference, if not nationalization. Readers 
should bear in mind that while these 


yields look very high by American | 


standards, in Mexico short-term in- 
terest rates are 10° and above. 
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Latin | 


it pays 80c and yields | 
742% out of earnings of approxi- , 
mately $1.45. These shares are not | 


@ FINANCIAL POSITION 

@ SOURCES OF REVENUE 

@ DIVIDEND RECORD 

@ & YEARS’ EARNINGS RECORD 

@ MERGERS, STOCK SPLITS, ETC. 
@ NEW DEVELOPMENTS 

@ RATIOS, STOCK BOOK VALUE, ETE. 
In addition, you get Finan- 
c1aL Worvp’s independent 


opinion of future prospects, 
good and bad points, etc. 





Determine Current 
Trading Potential 


Of Any Listed 
Common Stock 


AT A GLANCE 


Take only 15 minutes weekly to identify 
those active stocks which professional an- 
alysts spend hundreds of hours searching 
out. Our exclusive Electronic Volumatic 
Data Processing Service automatically 
focuses attention on stocks which are 
trading in volume on a rising price trend. 
Use this accurate objective information 
to search out “sleeper stocks early, be- 
fore the general public is aware of their 
upward potential. 


WE AIR MAIL WEEKLY COMPLETE 
OBJECTIVE REPORTS PLUS SUM- 
aa WITH SIGNIFICANT COMPAR- 
ISONS. 


Annual NYSE Service $60; ASE $40; 
Combined $90. 


TRIAL OFFER Comprehensive trading 


manual showing how to make most effective 
use of this service, plus 4-week NYSE & ASE 
Service reporting on over 2,000 stocks. Send 
only $6.50. Your money refunded in full if 
not satisfied after 3 weeks triol 


olumatic Data 
PROCESSING CO. 
Dept. M11, Silverton, Oregon 


WoRLD’s com 
1961 “Stock 


Please enter my order for the following: 


pies of your 1961 “Stock Factograph” 
Manual a $5 each 
Six months’ Trial Subscription to FINANCIAL 
lete Investment Service, including 
‘actograph” Manual—ail for $12. 
© One year’s subscription including all the above— 
for only $20. 


RS sacle sas éés0 


FREE Savoy Flash Camera for new savings ot $1,000 
or more (Or send for folder listing other FREE gifts) 


* San Francisco's largest. . . resources over 
$125 million, reserves over $10 million, more than 
double legal requirements * Accounts insured to 
$10,000 by permanent U. S. Government agency, 
Washington, D.C. * Perfect record of withdrawals 
and interest payments since 1885 founding * 
Legal depository for pension and trust funds + 
Funds postmarked by 10th earn from Ist. 


Air postage paid both ways 
Open your account now — mail check to 


HOME MUTUAL 
SAVINGS 


and Loan Association 


Dept.H-20, 120 Kearny Street 
San Francisco, California 


MEMBER FEDERAL HOME LOAN BANK 
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# 7. ROWE PRICE | 


GROWTH STOCK 
FUND, IHC. 


(J) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%, 
Prospectus on request 


ept. B 





| easy matter for 


| its ten-year 





Bis 10 Light Street Baltimore 2, Md. 





Investments 
Geared to 
America’s Growth 


* JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 
No redemption charge 

No binding contracts 

You buy or redeem shares at 
net asset value 

Accumulation Plan available 


Prospectus upon request 


The Johnston Mutual Fund Inc. 
230 Park Ave., Dept. F, N. Y.17,N.Y 
ORegon 39-2700 


y, 
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The Interim Technical Review | 


rough, thoughtful appraisals of current & an- 
t! teipat ed stock trends, using well-rounded appruach to 
selectis — & careful timing, intended for 
pr fess nal & yhisticated private investors & specu 
lator ‘lilustrated with classic Point & Figure charts 
Twice month! By subscription, moderate cost. Con 
plimentary to active brokerage clients. 


WOLFE & Co. 
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booklet-prospectus 


Petroleum Shares 
of GROUP SECURITIES, INC. 


A mutual fund founded in 19: 33, which 
offers an investment in the growth pos- 
sibilities of selected common stocks of 
the oil and gas industry. Mail this 
Advertisement. 

Nome 





Add, 


DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 





| credit side for 
| fact that its expenses as a percentage 





THE FUNDS 


| Selecting a Fund: 


A BIG FUND OR 
A SMALL ONE? 


AS THE considerable publicity sur- 
rounding the event showed, it was no 
Boston’s Massachu- 
setts Investors Trust last July to sell 
holding in Bethlehem 
steel. The $28.9 million in Bessie 
shares, it is true, was far from MIT’s 
biggest holding. But those 727,000 
shares amounted to 1.6% of Bessie’s 
common stock. Clearly there was a 


| risk that the big secondary could set 


off widespread selling, and even a 


| smallish drop could reduce the value 
| of the stock by millions of dollars. 


In MIT’s case, 
the secondary 
went off without 
a hitch. In fact 
the fund’s man- 


| agement feels the 


very size of the 
sale was an ad- 
vantage. “With 
a medium size 
holding,” says 
Trustee George 
K. Whitney, “the exchange would re- 
quire you to peddle it on the mar- 
ket, and you might have several 
points to climb as a result of the 
downward pressure of the selling.” 

The Credit Side. Nevertheless, the 
fact remains that funds of the MIT 
class (assets $1.70 billion) are some- 
what ponderous. In fact, MIT’s quan- 
dary points up a perennial question 
that haunts the intelligent mutual 
fund investor: Would he be better 
advised to put his money into a large 
fund or a small one? There is some- 
thing to be said on both sides of the 
question. On the debit side for the 
big funds, really large holdings in 
any one company can involve the fund 
in embarrassing questions of control, 
and unwieldiness in buying and sell- 
ing. Also, they must invest chiefly 
in the stock of large corporations. 
Small purchases are just not worth 
the candle for the big funds. On the 
other hand the funds are generally 
limited by law to a 10% slice of any 
one company’s voting stock. Con- 
sequently, they favor sizable corpo- 
rations. This has its advantages, too: 
the shares of large companies are 
usually less volatile than those of 
small concerns. 

What About Expenses? Also on the 
the big fund is the 


George Whitney 


of its average net assets are usually 
very low. For while there are certain 
expenses that every fund incurs, such 


as research, legal advice and account- 
ing, the big funds can spread these 
costs out thinly over their huge 
holdings. 

Some large funds, it is true, do not 
pass these benefits on to their share- 
holders: they still charge the stand- 
ard one-half of 1% in management 
fee. Giant Investors Mutual, for in- 
stance, with $1.76 billion in assets, 
still levies the standard fee. But there 
are a few giant funds who do share 
the economies of size with their stock- 
holders. Broad Street Investing and 
National Investors Corp., indeed, 
charge no flat management fee at all, 
simply spreading their costs over 
their total assets (the officers take 
their rewards in the form of salary). 
Others, such as Wellington Fund 
(27/100 of 1% a year), Massachusetts 
Investors Growth Fund (1/16 of 1% 
quarterly) and Selected American 
Shares (1/24 of 1° quarterly) also 
give their shareholders a break. 

But whether generous with share- 
holders or not, the big funds do claim 
one big advantage: they can spend 
more on research. And while some 
of the tiny funds are brilliantly run 
on a shoestring, obviously the high 
budget can be a plus factor for the 
investor. 

Only For the Small. In our highly 
dynamic economy, though, there is 
one important field closed to the large 
funds, for all their power and weight. 
This is the world of small, growing 
companies that often show astronomic 
rises in the price of their stock. “We 
can go into these small growth com- 
panies,” says President Ralph Cole- 
man Jr., of the small ($991,300 net 
assets) Over-the-Counter Securities 
Fund, “but what can be a worthwhile 
holding for us would be peanuts for, 
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say, Wellington. 
We feel rather 
sorry for the big 
funds on_ this 
point. There’s a 
certain dinosaur 
quality there— 
they can’t turn 
on a dime like 
the small funds.” 

Because the 
small funds can, and do, buy into 
small companies, and because they 
are usually less diversified than the 


Ralph Coleman Jr. 


big funds, they often turn in a more | 


volatile performance than the big 
established funds. A _ sophisticated 
small fund with a relatively few, well- 
chosen investments in eye-catching 
growth companies, can see its asset 
value per share soar. Example: Jack 
Dreyfus’ Dreyfus Fund. The reverse, 
too, can happen. 

For the smaller investor then, who 
must plump for one sized fund or 
another, the following 
might be drawn. For security of in- 
come and capital, a big, income- 


oriented fund may well perform the | 
There probably won't be any | 


best. 
pyrotechnics—none of the mutual 
fund giants figured in the list of top 
capital gains performers rated in 
Forses’ latest mutual fund issue— 
(Forses, Aug. 15) but the dividend 
checks should come in regularly. 
If, on the other hand, the investor 
is willing to take the risks that always 
go hand in hand with the less di- 
versified, more adventurous 
funds, then it could well be there 
that the biggest gains can be made. 


Taxes: 


THE GEOGRAPHY OF 
PROFIT 


WHERE IS THE best place to live in the 
U.S.A.? For some, California is still 
the magic word; others dream of lush 
living in Florida or the glitter of 
Manhattan. But for the American 
who has sunk his savings into mutual 
fund shares, a more mundane con- 
sideration could be the states’ rulings 
on the funds’ capital gains distribu- 
tions. 

There’s no discernible geographic 
pattern to the variations in tax treat- 
ment, which range from the severe to 
the indulgent. Seventeen states levy 
no tax at all on such distributions. 
This group, Connecticut, Florida, Illi- 
nois, Maine, Nebraska, Nevada, New 
Hampshire, New Jersey, Ohio, Penn- 
sylvania, Rhode Island, South Dakota, 
Texas, Vermont, Washington, West 
Virginia and Wyoming, includes some 
of the U.S.’ most heavily populated 
areas. 

(CONTINUED ON PAGE 43) 
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YOU CAN COUNT ON 
CHARTCRAFT 


Yes—in these uncertain times the Chartcraft Method of Investing comes to your aid 
whether the market is going up or down. 

In general you can check the Chartcraft indicators for an overall view of the market 
att and figure charts on the D-J Industrials & Rails—Barron’s Confidence Index— 
Odd Lot Short-Sales, comments on S & P Group’s status and Chartcraft’s 500 stocks 

For individual stocks there are Chartcraft’s Selected Trading Opportunities as well 
as signal dates, price changes, price objectives and stop-loss points on over 500 stocks 
in each weekly issue 


HOW TO USE THE CHARTCRAFT METHOD 


Chartcraft publishes fowr advisory services based on the principles and techniques 
of interpreting point and figure charts. Each service—NYSE—ASE—OTC—Commodity 
—recommends a chart of the week plus a few selected trading opportunities. These 
recommendations are for rather quick moves and may be buy or sell short recom- 
mendations . . . The price to buy. the stop-loss point and the price objective are given 
You give your broker these instructions. You may be stopped out at a loss—you may 
be sold out at a profit or you may have occasion to raise your price objective and stop- 
loss point if the stock moves up slowly. 


FREE P&F BOOK WITH $10 TRIAL OFFER 


Chartcraft, Inc. is one of the largest point and figure publishers in the world today 
The company has given 14 years of uninterrupted service to the technician and trade1 
through point and figure charts 

It will pay you to examine the Chartcraft Method and check the services you are 
interested in. We have available to new subscribers a $10 trial offer which brings you 
6 full weeks of the service of your choice plus the 64 page Chartcraft Method of Point 
and Figure Trading book. There are 55,000 copies of this nationally recognized book in 
print and it sells in all book stores for $2.00. Check the service you would like and 
send $10 today for your free book and 6 week trial subscription. 


The Chartcraft Method of Point and Figure Trading Is Available At All Bookstores for $2.0 


CHARTCRAFT, INC., DEPT. F-29 
(A Division of Business Reports) 
| West Avenue, Larchmont, N. Y. 


yoy in learning more about the Chartcraft Method of Point and Figure Trading 
me my free Chartcraft Method book and the items checked below for which I am enclosing $ 
[-.) Chartcraft NYSE Service—6 Week Trial ........ $10.00 
[] Chartcraft ASE Service—6 Week Trial ......... $10.00 
() Chartcraft OTC Service—6 Week Trial ......... 

() Chartcraft Commodity Service—6 Week Trial .... 





NOTE: The Chartcraft 
Method book is free with 
any trial subscription. 
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Notice of Expiration of Warrants 


CONSECUTIVE 
QUARTERLY PAYMENT 


The Board of Directors 

of Seaboard Finance Com- 

pany declared the regu- 

lar quarterly dividend of 

25 cents a share on the 

common stock, payable 
October 10, 1961 to stockholders of re 
cord September 21, 1961. 


PREFERRED STOCK DIVIDENDS 


The Board of Directors also declared 
preferred- dividends at the regular 
quarterly rate of $1.18%4 a share on 
the $4.75 sinking fund preferred, $1.25 
a share on the $5.00 sinking fund pre- 
ferred, $1.56% a share on the $6.25 
sinking fund preferred, all payabie 
October 10, 1961 to stockholders of re 
cord September 21, 1961 

july 27, 1961 Edward L. Johnson 


SeCrETar 


JEFHBOHRL 


FINANCE COMPANY 


Warrants to purchase Common Stock of 
The General Tire & Rubber Compony 
expiring September 15, 1961 


Notice is hereby given that the 
Warrants described above may not 
be exercised after September 15, 
1961. Any holder of such Warrants 
desiring to exercise his right to pur- 
chase Common Stock under such 
Warrants is advised to take such ac- 
tion in sufficient time prior to Sep- 
tember 15, 1961 so that the rights 
will not be lost. No exercise can be 
accepted after such date. 


The General Tire & Rubber 
by F. W. Knowlton 
Vice President and Secretary 


Company 











The Board of Directors of 








CONSOLIDATION 
COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 35 cents per share on 
the Common Stock of the Company, pay- 
able on September 14, 1961, to share- 
holders of record at the close of business 
on September 1, 1961. Checks will be 
mailed. 


merican 
inc lead & smelting ce. 


73rd Cash Dividend On Common stock 


The Board of Directors of American Zinc, 
Lead and Smelting Company August 2, 
1961 declared a dividend of 12'4¢ per share on 
the Common stock of the corporation 
September 20, 1961 to stockholders of record at 
the close of business on August 25, y] 

W. J. Martuews 
Vice President 


JOHN CORCORAN, 
Vice-President & Secretary 
August 21, 1961. 

















Opportunities in WARRANTS 


if ye interested in each $1 do 

"ne ork of $100 or $1, ina — 

Soden s ou should be interest 
in common stock , WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—'‘'THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
you should know about, send $2.00 to 


M. Associates, Dept. &> 














Lp 


F186, 220 Fifth Avenue, New 

York 1, N. Y. or send for 
DETROIT 

STEEL 


free descriptive folder. 
: CORPORATION 


—_ 2 


COMMON STOCK DIVIDEND NO. 126 
A quarterly dividend of 25 cents a 
Share, declared July 28, 1961, is pay- 
able Sept. 15, 1961 to holders of record 
at the close of business Sept. 1, 1961. 


R. A. YODER 
Vice President—Finance 








42% Interest 


with Insured Safety! 


* 4%% a year (current annual rate). 


Interest paid or compounded quarterly. 
Accounts insured to $10,000 by the Federal 
Savings and Loan Insurance Ag ee a 
permanent agency of the U.S. Government. 
Full FSLIC coverage available on 

almost any amount (through a series of 
multiple or trust accounts). 

Savings protected by Great Western's 
$400,000,000 in assets. 

Free gifts for savers; send for list. 
Savings postmarked by the 10th earn 
interest from the Ist. 


' 

| GREAT WESTERN SAVINGS | 
Association 

John A. Frost, “National "Dept. P. 0. Box 54174, 
Terminal Annex, Los Angeles 54, Calif. 
[] Please open my Savings Account 3 Great 
Western Savings. | enclose []) check, money 
order in the amount of $ 


I 
| 
1 
| 
[1] Please send me your comprehensive savings 
| 
1 
1 





brochure, ‘‘You and Your Money.” 
NAME ty 
ADDRESS 








—— Oe -—, 


LENDMAN 


SCHULZ 





(CONTINUED FROM PAGE 30) 


605. To my mind, this type of growth 
is well worth the 22 to 24 times esti- 
mated earnings at which the stock 
is selling. Most of us are familiar with 
this restaurant operation, but know 
less of one of the newer areas of ex- 
pansion for Howard Johnson—in the 
motel field. In the past five years, the 
company has increased the number of 
lodges from six to 88 with 20 more 
under construction. All of the motor 
lodges operate under licenses from 
Howard Johnson. Operators pay an 
initial fee and a regular monthly fee. 
The increased amount of travel by 
auto, augurs well for both the Ho- 
ward Johnson restaurants and lodges. 

A somewhat smaller but similar 
restaurant chain is Frisch’s Restau- 
rants in Cincinnati, which operates 13 
restaurants and licenses an additional 
130. Most of its units are of the drive- 
in type. This well-managed company 
has increased revenues from $4.5 mil- 
lion in 1956 to approximately $10 mil- 
lion for the year that ended in May. 
Earnings have advanced from 45c in 
1956 to 90c per share in May 1960. 
Earnings for fiscal 1961 were off slight- 
ly to 82c but should show a good in- 
crease for fiscal 1962. At the current 
price of 16, the yield is 3.7°.. There 
are only 450,000 shares outstanding 


| which limits the size of the market. 


In the specialty restaurant field, 
Restaurant Associates looks attrac- 
tive at 15. They operate such well- 
known New York restaurants as The 
Four Seasons, The Forum of the 
Twelve Caesars and Leone’s. The 
company’s original business was low- 
priced coffee shops and cafeterias, 
which operate under the name Rikers 
and now account for about 18°; of 
gross sales. In addition to their ex- 
pansion in the restaurant field, Res- 
taurant Associates is also moving into 
the motel business, having recently 
opened 162 rooms in Connecticut. The 
company is estimating sales of $20 
million for fiscal 1961 and earnings to 
be about $1 per share. 

In my opinion investors will be 
wise, in view of the foregoing, to alter 
their thinking regarding the categories 
in which they tend to place stocks. 
Admittedly, in the past, restaurant and 
bank stocks have rightly been con- 
sidered as income or cyclical invest- 
ments. However, the facts are that 
many banks throughout the country 
have good records of advancement and 
that we as a nation are diverting more 
of our money to service companies. I 
deem it prudent to acknowledge these 
two fields as growth areas with con- 
| siderable potential. 


(CONTINUED FROM PAGE 37) 


think about its forthcoming reversal 
rather than its further progress. 

Here is another aspect of this sys- 
tem of trend classification. A counter- 
trend swing is necessarily shorter 
than the preceding swing which it 
“corrects;” therefore it is apt to have 
only three legs of its own. This obser- 
vation is useful in attempts to antici- 
pate an extension of the dominant 
trend. But when corrections move 
laterally rather than diagonally, they 
can become terribly confusing. 

These notions are broadly applica- 
ble in all trend perspectives that you 
can think of. You might amuse your- 
self by trying them out on lines B 
and C. For example, intermediate II 
in line B can be broken down into 
three legs (a, b, c), and is a charac- 
teristic correction of uptrend I, whose 
final stage forms the start of line B. 
Major downtrend IV (line C) actually 
consisted of five intermediates, of 
which only three (c, d, e) are plotted 
here. 

Obviously, if you try to push this 
system too far you will eventually go 
mad; some considerable work in this 
direction has been done by followers 
of the so-called Elliott Wave Theory, 
with results that quite likely would 
confuse you beyond redemption. But 
when the legs are reasonably clear, 
the approach can be quite helpful. 

Thus, the sub-minor downtrend 
from i to j is quite interesting. Not 
only is it more fully articulated than 
the preceding sub-minors, but it also 
reaches beneath the preceding sub- 
minor lows at f and h and so reverses 
the minor-uptrend phase d-i. How- 
ever, since it (i-j) has already de- 
veloped three clear legs of its own, 
the final rally to number 12 may 
initiate another phase of the minor 
uptrend and thereby extend the in- 
termediate and major uptrends as 
well. Alternatively, if the final rally 
in line A soon were to yield to a new 
decline to levels under j, we should 
have to look at sub-minor downtrend 
i-j as the first leg of a three-or-five 
leg minor downtrend. 

In the next article I want to dis- 
cuss the (dashed) trend-line defini- 
tions which I have plotted with so 
much abandon. 
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Southern California 
Edison Company 


DIVIDE NDS 
The Board of 
authorized the payment of 


Directors has 


the following quarterly divi 


dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 209 


65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 58 

27 cents per shore. 


The above dividends are pay- 
able September 30, 1961, to 
stockholders of record Sep- 
tember 5. Checks will be 
mailed from the Company's 
office mm Los Angeles, Sep- 
tember 29. 

Treasures 


P.C. HALE, 


August 17,1961 





TEXAS PACIFIC COAL AND OIL COMPANY 
gf S8ea *, 
Cash Dividend 
No. 208 
September 1, 1961 


° a 
* 
ans?” 


At the regular monthly meeting held July 28, 
1961, the Board of Directors declared a regu- 
lar quarterly cash dividend of 30 cents a share, 
payable September 1, 1961, to shareholders of 
record at the close of business August 9, 1961. 


By J. I. Norman, Secretary 





INVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of Amer- 
ica’s well known diamond cutters. Pay only 
actual market price. Save 13 to 12. 

Se 2S SS SS eS SS SS eS eS ee ee ee eee 


Mail Free 54 Page Catalog 
EMPIRE DIAMOND CORPORATION 
Empire State Bidg., Dept. 46, N.Y. 1, N.Y. 


Name 


Address 





| of U.K. 


| ain,” 


| Common Market have 
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THE FUNDS 


(CONTINUED FROM PAGE 41) 


Twelve of the states, Alaska, Colo- 
rado, Georgia, Hawaii, Iowa, Kansas, 
Kentucky, Minnesota, Missouri, Mon- 
tana, New York and North Dakota, 
contentedly tax capital gains distri- 
butions at their capital gains rates. 
Residents of Delaware, Massachusetts 
and Michigan, on the other hand, are 
liable to state income tax rates if they 
take their payment in cash, but pay 
not a cent on a stock payment. Mary- 
land taxes capital distributions at the 
lenient investment income rate. In 
Idaho, the taxman will give a ruling 
on request. 

But for all who dwell without these 
utopian state lines, the full state in- 
come tax rate must be paid on capital 
distributions both in stock and in 
cash. For Alabama, Arizona, Arkan- 
sas, Indiana, Louisiana, Mississippi, 
New Mexico, North Carolina, Okla- 
homa, Oregon, South Carolina, Ten- 
nessee, Utah, Virginia, Wisconsin, the 


| District of Columbia and golden Cali- 


fornia itself, take every 
can get. 


penny they 


Closed-End Trusts: 


THE SIMPLE LIFE? 


For THE JADED Britisher who was 
afraid he had everything, something 
brand new has been added: the 
opportunity to invest in European 
stocks by buying the shares of a 
New York company which invests in 
European stocks. Last month, the 
newly-listed stock of Eurofund, Inc. 
(total net assets: $28 million), a 
closed-end fund which specializes in 
Common Market and other securi- 
ties, was trading briskly on the Lon- 
don Stock Exchange. “Our British 
sponsors,” says Eurofund President 
Hunter S. Marston Jr., “assured us 
there was sufficient interest in Euro- 
fund to merit a listing on the London 


Exchange.” 


Why should this roundabout route 
have such an appeal for Britons? 
Nothing at all to do with any tax or 


| currency advantage, emphasizes Pres- 


ident Marston, but an acute shortage 
investment trusts that invest 
on the Continent. “A fund like ours 
is a relatively new concept in Brit- 
explains he. “Just recently one 
or two funds that specialize in the 
started up 
there, but not too many that follow 
the same pattern as we do. And of 
course they don’t have the experience 
that we do.” 


To Invest Wisely, 
Read Barron’s 
Every Week 


17 weeks’ trial, $6 


If you want to build investment success, let 
Barron’s bring you the facts that help you 
separate good investments from bad invest- 
ments—so that you increase your invest- 
ment income and build your capital. 

In Barron’s you are shown what, where 
and why the REAL VALUES are, behind 
current security prices. What's more, you 
are shown how these investment values are 
changing, week by week, as the result of 
current political and economic devel 
ments. Thus Barron’s not only helps you 
pick good investments now, but also keeps 
you currently informed of new trends that 
could lead to investment opportunities or to 
investment pitfalls. 

No other business or investment publica- 
tion is like Barron’s. It is written for the 
man who makes up his own mind about his 
own money. It is the only weekly affiliated 
with Dow Jones, and has full use of Dow 
Jones’ vast, specialized information in serv- 
ing you. 

arron’s subscription price is $15 a year 
but you can try it for 17 weeks for $6. This 
trial subscription brings you 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight 
the investment implications. of current politi- 
cal and economic events. . . the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities 

See for yourself how important Barron's 
can be to you in the eventful weeks ahead 
Try it for 17 weeks for $6. Justatear out this 
ad and send it today_ with your check for $6; 
or tell us to bill you. Address: Barron's 392 
Newbury St., Boston 15, Mass F-91 





NATION'S 
LARGEST 


FEDERAL SAVINGS 


1 ; 
pays you h'- on savings 


DIVIDENDS PAID QUARTERLY at 4%% cur- 
rent annual rate « World-wide savings service fo 


170,000 individuals, corporations and trusts in 50 
states, 76 foreign countries « Same, sound man 
agement policies since 1925 « $40,000,000 reserves 
* Assets over $650,000,000 «+ Accounts insured 
by Federal Savings & Loan Insurance Corp. + Mar 
and wife can have up to $30,000 in 3 fully insured 
$10,000 accounts (2 individual and 1 joint) «+ 
Funds received by 10th, earn from Ist + We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 


FREE FINANCIAL GUIDE: “The California Story” 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 





* 
— 


California Federal Savings & Loan Assn. 
Box 54087, Terminal Annex, Los Angeles 54, Calit 


Please send free ‘The California Story’ and 
Cal Fed MAIL-SAVER (ji) to: 
Name —_ 


Address 


! 





Cy JENS... SSS 
0D Funds enclosed in amount of $ 


| 
| 











PL Md E | [EEETSsy 
° / - (ConTINUED FROM PAGE 4) 


AMERICA’S FIRST TOBACCO MERCHANTS » ESTABLISHED 1760 Sir: I don’t think the rudeness of any 
employee of any airline could be as bla- 
1 7 tant as that of the passengers. 
9D i = From the time the “No Smoking” sign 
on? 7, } Pa = =i cn 5 goes off . . . till it goes on again, the 
cep = : as —-7 | a ; a smokers huff and puff, filling the interior 
a NEWPIIRi a } of the plane with putrid, foul-smelling 
EUR | | fumes, which are as distressing as the 
= / eae , worst of Los Angeles’ smogs. 
an} ee = Z —Etsiz H. Hopcson 


: Stratford, Conn. 
KIND SIZE 

Caper ben hd = me 
— Str: Cuisine, unlike seat belts, is a 
highly variable commodity. What pleases 
DIVIDEND NOTICE one palate today may not please the same 
palate tomorrow, nor may ever please an- 
other palate at all . . Perhaps your 
Iberia stewardess on the flight with us 


Regular quarterly dividend of $1.75 per share on the Preferred 

Stock and regular quarterly dividend of $.55 per share on the 

outstanding Common Stock of P. Lorillard Company have been thet incurred your displeasure was not 

declared payable October 2, 1961, to stockholders of record at her usual vivacious, charming self and 

the close of business September 8, 1961. Checks will be mailed. regal banquets have been spoiled for a 
G. O. DAVIES diner by some fault much more minor 


—Jose M. Sacrista 
New York, August 16, 1961 Vice President and Treasurer 2. Gases Shanes 


> as = = Iberia Air Lines of Spain 
Hirt With Vhe Pines Shrough Verdlard LResearch New York. N.Y. 


Cigarettes 
OLD GOLD STRAIGHTS KENT NEWPORT SPRING 





Str: BOAC, as a world-wide airline. 


Regular Regular King Size King Size has an unparalleled reputation for service 
Kang Size King Size Crush-Proof Box to its clients. But there always arises the 

OLD GOLD FILTERS Crush~Proof Box EMBASSY occasion when particular passengers find 
King Size King Size fault with their treatment. . . . I am 
Smoking Little Chewing Turkish happy to be able tell you that the occa- 
7 Decree Cigars Tohaccos Cigarettes sions on which this occurs are rare. 


—GILsBert L. CARTER 
BRIGGS BETWEEN BEECH-NUT MURAD Public ead + aoa — 
UNION LEADER THE ACTS BAGPIPE HELMAR ae , cir ence cna 
FRIENDS HAVANA British Overseas Airways Corp 
INDIA HOUSE MADISON BLOSSOM New York, N.Y. 











Dissent 





i 
i. Sir: Please discontinue sending Forses. 
PUGET SOUND POWER It was difficult for me to swallow your 


| editorial comment in support of the 
” esGet sscrthatade DIVIDEND NOTICE Peace Corps; it was plain nauseating to 
Common Stock Dividend read your infantile editorial “Mrs. Ken- 


No. 72 The 685,000 owners of Stand- nedy Scores Again” (Fact & Comment, 


The Board of Directors has de O} . P 5 t : ForsBes, Aug. 1). 
clared a dividend of 39c per share ard il Com pany ( New 


, Lof 39 ; ‘Hl sh h —H. R. Gross 
on Common Stock of Puget Sound ersey) will share in the earn- "es j > Unite > 
ower & tists teieeny aeactie 7 : i Congress of the United States 
August 15, 1961, to stockholders ings of the Company by a div- House of Representatives 
of record at the close of business ‘ - i 

Sulp ah ieee, idend, Washington, D.C. 


CL Ss . 
oS Goee declared by the Board of Modest? 


Directors on August 3, 1961 

\ y, and payable September 12 Sir: The reference to the Gillette Com- 
1961 a pany’s six-month earnings in the Aug. 1 

j iwi issue of Forses (Trends & Tangents) 

A7th Consecutive Dividend— to shareholders of record states that Boone Gross, president of the 
August 14, 1961 at the rate of company, “said second-half earnings this 
Ata inanir4 year will do well to equal the $2.14 of 
Corporation, at a meeting held August 1960. Outlook for the full year: a modest 
17, 1961, declared a quarterly dividend 1961 1s the 79th consecutive increase over last year's $3.51 a share. 
of 15 cents per share, payable on Sep- vear in which cash dividends atte Rio sg if mes: Hn Brae 
ings do approximate $2.14, you get some- 
thing like $4.24 a share, which hardly 
y : could be described as a “modest” increase, 

ROBERT F. SMITH, President Standard Oil Company sour as ay een ae Oe 

August 17, 1961 —Matcoitm C. STEWART 
Vice President and Treasurer 
The Gillette Co. 











The Board of Directors of Indiana General 55¢ per share of capital etal 


tember 11, 1961, to shareholders of rec- have been paid. 
ord as of August 28, 1961 


(New Jersey) 





Specialists in Magnetic Materials since 1908 
INDIANA GENERAL 
ca CORPORATION 
Valparaiso, indiana 


Boston, Mass. 





Forses erred—Eb. 
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UNITED GAS 


CORPORATION 


SHREVEPORT, LOUISIANA 


Dividend Notice 
The Board of Directors 
has this date declared a 
dividend of thirty-seven 
and one-half cents (37 4¢) 
per share on the Common 
Stock of the Corporation, 
payable October 2, 1961, 
to stockholders of record 
at the close of business on 
September 8, 1961. 

B. M. Byrp 


August 22, 1961 Secretary 


| UNITED GAS 


SERVING THE 








E.1.0U PONT DE NEMOURS &COMPANY 


Gl PONT 


eos mor 
Wilmington, Del., August 21, 1961 


The Boord of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
o@ share on the Preferred Stock—$4.50 
Series and 87'/2¢ a share on the Preferred 
Stock——-$3.50 Series, both payable Octo- 
ber 25, 1961, to stockholders of record 
at the close of business on October 10, 
1961; also $1.50 a share on the Common 
Stock as the third quorterly interim divi- 
dend for 1961, payable September 14, 
1961, to stockholders of record at the 
close of business on August 28, 1961. 


P. S. pu Pont, Secretary 




















You spent | 
$300,000,000 
on chewing gum 
last year! 


More than 9 times as much as you 
gave to fight cancer. 


Volume 88, Number 5 
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NEXT ISSUE: 


Merchant Prince. Through its catalogs and stores, Sears, Roebuck has long 


Shocking? Yes. And here’s another 
shocking fact: over the years, cancer 
strikes in approximately two out of 


since become the nation’s largest merchant prince. But Sears is looking for 
new worlds to conquer in the vast realm known as “services.” For a look 
at what’s ahead for Sears, see Forses next issue. 


three American homes. 

Chew all the gum you like. 
For every penny you spend for 
chewing gum, give a penny to 
the American Cancer Society. 

In that way, you will be giv- 
ing $300,000,000 to fight cancer 
this year. More than nine times 
as much as last year! 





Fight cancer with a checkup— 
and a check to the American 
Cancer Society. 
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Single copy 50c 


Forses, 70 Fifth Avenue, New York 11, N.Y. 
Please send me Forses for the period checked: 
[] 1 Year $7.50 (1 2 Years $12.00 () 3 Years $15.00 


(C Enclosed is remittance of $.... 1] I will pay when billed 
0 New (0 Renewal 


F-1227 


PE ik dc cnteiesseveseinwengesanetonsndesnensestseetenssoese 


(PLEASE PRINT) 


Rion cnc iccecccéetiebeenenbeenbiwsensatsinseen ines: 
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Pan American and Foreign $4 a year additional. 











ON THE 


THOUGHTS susittct ur 


One must be poor to know the lux- 
ury of giving. —GeorGE ELIOT. 


It is not so important to be serious 
as it is to be serious about the impor- 
tant things. 

—Rosert Maynarp HvutTcHINs. 


You do well to have visions of a 
better life than of every day, but it is 
the life of every day from which the 
elements of a better life must come. 

—Mavurice MAETERLINCK. 


The best investment is in the tools 
of one’s own trade. 
—BENJAMIN FRANKLIN. 


A man is not idle because he is ab- 
sorbed in thought. There is a visible 
labor and there is an invisible labor. 

—Victor Huco. 


Mediocrity requires 
preserve its dignity. 
—Cnwar_es G. Dawes. 


aloofness to 


We believe that freedom and prog- 
ress are historic partners and that the 
alleged choice between rapid progress 
and free institutions is false. But this 
we must prove. —Dean Rusk. 


He who will not reason is a bigot; 
he who cannot is a fool; and he who 
dares not is a slave. 

—Witut1am DruMMoNnD. 


Let goodness go with the doing. 
—Marcvus AvRELIUS. 


Fullness of knowledge always and 
necessarily means some understand- 
ing of the depths of our ignorance, 
and that is always conducive to both 
humility and reverence. 

—Rosert A. MILLIKAN. 


Indulge yourself in pleasures only 
in so far as they are necessary for the 
preservation of health. —SPINOZA. 


In all science error precedes the 
truth, and it is better it should go 
first than last. —WALPOLE. 


As a student of man’s evolution, I 
view him as the most extraordinary of 
ail nature’s performances: a most 
improbable creature, brash and bright, 
a spoiled brat, in fact—full of promise, 
only a small part of which has been 
realized. —ASHLEY Montacu. 


46 


The man who will use his skill and 
constructive imagination to see how 
much he can give for a dollar, instead 
of how little he can give for a dollar, 
is bound to succeed. —Henry Foro. 


One is never more on trial than in 
the moment of excessive good fortune. 
—Lew WALLACE. 


Better never begin than never make 
an end. —GeEorGE HERBERT. 


For parlor use the vague generality 
is a life saver. —Gerorce ADE. 


B. C. FORBES 


Don’t act while you’re excited. 
Wait! More often than not re- 
flection counsels calming down 
hot, explosive retorts. Impulse 
often inspires imprudence. 
Temptation incites intemper- 
ance. Second thought, I have 
discovered, often is wiser than 
first impetuous thought. When 
excited, wait! 





With children use force, with men 
reason; such is the natural order of 
things. The wise man requires no law. 

—JEAN Jacques RouSSEAU. 


Experience seems to be the only 
thing of any value that’s widely dis- 
tributed. —WILLIAM FEATHER. 


We see things not as they are, but 
as we are. —H. M. Tom inson. 


The art of progress is to preserve 
order amid change and to preserve 
change amid order. 

—ALFRED N. WHITEHEAD. 


Few things are impossible in them- 
selves. It is not so much means, as 
perseverance, that is wanting to bring 
them to a successful conclusion. 

—FRANCOIS DE La ROCHEFOUCAULD. 


The dignity of man_is vindicated as 
much by the thinker and poet as by 
the statesman and soldier. 

—James B. CONANT. 


Uneasiness is a species of sagacity— 
a passive sagacity. Fools are never 
uneasy. —GOETHE. 


The vitality and force of leadership 
in a democracy spring from the peo- 
ple’s making demands upon that lead- 
ership in response to the facts known 
to them. Without facts, there are no 
demands. Without demands, there is 
no leadership. —FrANK STANTON. 


Example is a lesson that all men can 
read. —GILBERT WEST. 


Choose always the way that seems 
the best, however rough it may be: 
custom will soon render it easy and 
agreeable. —PYTHAGORAS. 


The United States themselves are 
essentially the greatest poem. 
—Wa Lt WHITMAN 


Religion is the forerunner of 
international law; because it alone can 
create the international spirit, the in- 
ternational obligation. 

—WILLIAM ERNEST HOCKING. 


A man who is at the top is a man 
who has the habit of getting to the 
bottom. —JosepH E. Rocers. 


Learning should come in an off- 
hand, cavalier fashion. An artist, es- 
pecially, should be able to go right 
through college with one brain tied 
behind him. —RosBert F Rost. 


The beginning of wisdom is to call 
things by their right names. 
—CHINESE PROVERB. 


Contrary to the commonly accepted 
belief, it is the risk element in our 
capitalistic system which produces an 
economy of security. Risk brings out 
the ingenuity and _ resourcefulness 
which insure the success of enough 
ventures to keep the economy grow- 
ing and secure. —RosBert RAWLS. 





| More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by William R. Wentwerth, 
Mobile, Ala. What’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


Let not the wise man glory in his wisdom, 
let not the mighty man glory in his might, 
let not the rich man glory in his riches; but 
let him who glories glory in this, that he 
understands and knows me, that I am the 
Lord! 


—JEREMIAH 9:23-24 
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3 billion... 
Twice as Many | 


next half century, pop 


TIME BOMB But energy will add life to ery acre he does use 
We explore for, produce oi/ and natural gas from northern Canada 
to the southernmost tip of South America. We refine and process oi/ and 
natural gas and market their products in 24 states. Each year we supply 
more and more of the energy on which the future depends. 


~ TENNESSEE GAS TRANSMISSION COMPANY 


y) FROM NATURAL GAS AND OIL HEAT, POWER, PETROCHEMICALS THAT MEAN EVER WIDER SERVICE TO MAN 


2 





Atomic power 
from sea water? 


4 


ee 


Yes! Atomic power with a minimum of radio crafted by Phelps Dodge are essential parts of 


active waste. Abundant power to provideadequate thisamazingcontrolled-fusion machine. In power 
energy resources for the world’s rapidly expand 


production, inapplied electronics, incommunica- 
ah : M al 
ing populations. To bring this about, scientists INE To MARK 


tions,in so many areas that are vital to America’s 
are now building a prototype thermonuclear progress, Phelps Dodge is playing a basic role. 
reactor. Special-shaped copper conductors precision . . . ; 

PI Deep in the process of shaping the future! 


PHELPS DODGE PPER ODUCTS 


CORPORATION © 300 Parl 





